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LANE PUT COMPANY ON SOUND FOOTING FOR FUTURE 


His aim was to build a business at John Deere as great as its 

products. By the end of Bob Lane’s nine-year tenure as chief 
executive officer, most would agree that his vision had been 
realized to a great extent. 


With a strategy of exceptional operating performance, 
disciplined growth and aligned high-performance teamwork, 
Lane led the company to five straight years of record 
earnings. Net income topped $2 billion in 2008. Revenues 
more than doubled between 2000 and their 2008 peak. 





Even so, Lane was quick to point out that financial results 
are the product of other things done right. Under his guidance, 
the company adopted standardized processes and practices, 
from product development to quality, that helped Deere 
achieve world-class status in asset efficiency. The company 
grew globally as well, making major investments in Brazil, 
Russia, China and India, among other markets. 


Lane felt strongly that the way to improve performance on 
a sustained basis was through the efforts of employees, 


ABOUT THE COVER: 

“Feet on the Ground, Eyes on the Horizon.” 
As John Deere extends its global presence 
and pursues attractive growth opportunities, 
it will build on the bedrock values, such as 
integrity, quality, and customer commitment, 
that have defined its success over many 
generations. 


Senior Management Team - 


From left: Jim Jenkins, Jim Israel, Dave Everitt, Jean Gilles, Sam Allen, Jim Field, 
Mark von Pentz, and Mike Mack at the John Deere Forum in Mannheim, Germany. 


dealers and suppliers working together in pursuit of a 
common end. 


Aligned teamwork, he said, was the glue that held the 
strategy together and, further, produced a hard-to-copy 
edge in the marketplace. “Talent that works well together 
is the ultimate competitive advantage,” Lane stated. 
“Companies that prosper and grow are ones that listen to, 
engage and guide their employees.” 


Perhaps Lane was best known for his unrelenting passion 
for doing things right and his uncompromising spirit for 
conducting business with integrity. He insisted that 
employees apply “the how” in every part of their jobs. 
Integrity in Lane’s view was a vital element of long-term 
performance. 


After 28 years of service, Lane leaves a company that is 
well-prepared to capitalize on today’s promising global 
opportunities and measures up well to the products 
bearing the trusted John Deere name. 








CEO Message 


DEERE MAKES IMPRESSIVE GAINS 
IN TOUGH ECONOMY, REMAINS 
WELL-POSITIONED TO SEIZE 
POSITIVE LONG-TERM TRENDS 





Samuel R. Allen 
President & Chief Executive Officer 






































The year 2009 will be remembered as one of important achievement Our company again generated strong cash flow, with net cash 
for John Deere. In the face of the worst economic downturn in from operating activities totaling nearly $2 billion on an enterprise 
generations, and the largest-percentage sales decline in more than basis. That was more than enough to fund a healthy level of 
50 years, the company remained solidly profitable and strengthened capital projects and pay out a record amount in dividends to 
its financial and liquidity position. shareholders. 
We brought advanced new products to market and introduced Deere’s performance of recent years reflects in large part our 
the power and value of the John Deere brand to a growing global success delivering more profit from a lean slate of assets. For 
audience. The company made further strides in asset management, some time now, we have been developing a cost and asset model 
too, and continued to find ways of operating with more efficiency that aspires for all our businesses to earn their cost of capital — 

a 





and effectiveness. nd thus deliver SVA, or Shareholder Value Added — in even the 
worst markets. In 2009, our equipment operations reported 
slightly positive SVA in spite of extremely trying conditions in 
construction and forestry, turf care, and certain areas of farm 


machinery. 











Deere also moved ahead with significant investments aimed at 

widening our manufacturing footprint and business lineup. As a 
result, the company is poised to capitalize on any future upturn 
in its markets and, longer term, to benefit from macroeconomic 
trends that hold great promise for the future. Though its results were lower, the newly created Agriculture and 

urf division (A&T) performed well in a difficult economy primarily 
the strength of large-equipment sales in the United States and 


on 
Canada. A&T reported operating profit of $1.4 billion and SVA of 
s 
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For 2009, Deere reported net income of $873 million on total net 
sales and revenues of $23.1 billion. Earnings included about 
$330 million in after-tax charges for a goodwill writedown and 
voluntary employee-separation program. Overall, net income was 
down 57 percent ona 19 percent decline in sales and revenue. 
Ww 




















44] million, while efficiently managing assets and providing a 
igh caliber of customer service. 
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Lower results are never good news. However, for the year, In other parts of our business, Construction and Forestry (C&F) 
John Deere recorded its eighth-highest earnings total despite the had an operating loss for the year. However, its results were quite 
challenging business conditions. That's a tribute to our progress impressive considering the unprecedented decline in its markets. 
developing a more flexible cost and asset structure while remaining C&F introduced advanced new products, expanded into new 
squarely focused on helping customers increase their own geographies and gained market share in key categories. 














profitability and productivity. 


Net Sales and Revenues (MM) Operating Profit (MM) Net Income (MM) 











$24,082 $28,438 SZSrinl2 $2,871 $3,420 $1,607 $1,822 $2,053 $873 


Timireir 


2007 2008 2009 2007 2008 2009 2007 2008 2009 











Credit Providing Solid Support 


Making a further contribution to last year’s performance was 
John Deere Credit, which remained profitable and, importantly, 
continued providing uninterrupted financing to equipment 
customers. This was a major accomplishment in light of the 
difficulty many finance companies experienced raising funds 
during the year. Even at the depths of the global financial crisis, 
our operations enjoyed access to the credit markets on favorable 
terms. The enterprise was able to borrow some $9 billion, funding 
tually all upcoming debt maturities in the year ahead. This 
ccess was largely the result of a conservative capital structure 
d the credit operation's long record of low loan losses and high 
rtfolio quality. 
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nother significant event in 2009 was the merging of our 
gricultural equipment and commercial and consumer equipment 
usinesses, which officially became known as the Worldwide 
griculture and Turf division at mid-year. The new organization's 
obal operating model leverages common processes, standards 
sources. It is expected to deliver annual savings of at least 
0 million. Of equal importance, as a more streamlined and 
customer-focused business, A&T should be able to operate with 
greater agility and effectiveness. 
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Loaded with premium features without a premium 
price, the John Deere 3E-series tractors (3038E 


Sieyunecuiehyaiostatietransmissions and = This is my first message to investors as Deere’s president and 
electro-hydraulically operated independent PTOs, in 


Bt eeepc ate acters, Other qualities include chief executive officer. It was my privilege to be elected president 
higher engine power and greater loader lift capacity. by the Deere board of directors in June then to become the ninth 
chief executive officer in August. My background includes 34 years 


of service in all the company’s major businesses, including my 
most recent role as head of the Construction and Forestry 
d 
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Committed to Guiding Principles 








ivision. As CEO, | will remain fully dedicated to our guiding 
rinciples, stressing the importance of integrity, quality, 
commitment and innovation in everything we do. | also plan to 
aintain and strengthen an emphasis on the SVA model and 

aximizing returns on capital. 



























































Part of the company’s largest-ever launch of golf course 


og eed e700) Fut mower ts one of three new o leader can be more effective than those around him or her. 
fairway models built on hybrid technology. Machine has = 


feat offers quieter operation and improved Fortuna ely, my efforts are receiving expert support and counsel 
fuel economy. Electric-driven cutting units reduce risk of from a capable team of senior leaders. All share an allegiance to 
hydraulic leaks. the company’s values and a passion for serving customers, 
employees, investors and other stakeholders at the highest level. 
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appropriate to pay tribute to Bob Lane, my predecessor as 
chief executive, who led the company with great distinction over 
the last nine years. Bob's vision and integrity took John Deere to 
entirely new levels of performance and of promise. Because of his 
eadership, especially his gift for engaging and inspiring talented 
employees and leaders, the company is well-positioned to endure 
day's difficult economic environment and well-prepared to seize 
e powerful long-term trends so important to our future. 
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Tailwinds Shaping Plans 





Today's global economic slump has done little to calm the 
macroeconomic tailwinds that hold such potential. In spite of 
recent slowing in population growth, the world still is gaining 
about 200,000 people — and new mouths to feed — every day. 
That is expected to result in about 3 billion additional people 
living on this earth by 2050. Of equal importance, a larger middle 
class is leading to new levels of demand for food and for energy, 
including biofuels such as ethanol. As a result of growing 
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population will lead to an expand 
al infrastructure, therefore supporting the sale of 
construction and forestry equipment. 


eting SVA Growth 


nding the John Deere brand to a wider world 
remains a top priority. Last year, the recession hu 
ide the U.S. and Canada. Yet they still equaled 37 percent of 











mption, worldwide stocks of key farm commodities have 
n near historic lows in relation to use. By some estimates, 
agricultural output will have to double by mid-century to satisfy 
demand. That will definitely requi 
uctivity to achieve. 


re further advances in farming 





tive trends like these should benefit the sale of sophisticated 
machinery and be good for our other businesses as well. In 
tion to spurring the need for food, a growing, more affluent 
ed requirement for housing and 


global economic slump may delay the pace at which these 

ts move ahead. In our view, however, they remain very 
h intact and are likely to play a vital, extremely constructive 

in John Deere’s future. 


wide audience 
rt Deere’s sales 


our total equipment sales and have more than doubled in this 
decade. A number of im 


moved ahead last year a 














portant projects were announced or 
imed at promoting growth on a global 





scale. These included a new manufacturing and parts complex in 
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ia expected to 
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Expanding our 





business segments are vital to g 
introduced in 2009 was a new |i 


tractors, aS we 





so formed a joint 
manufacture of backhoes and four-wheel- 
tments build on earlier ones that have 

to our capacity and marketing presence 





product range and entering attractive new 
owth. Among the 
neup of high-powered row-crop 


products 
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Long a company strength, innovation 
plans to capture new customers and c 
economic trends. In 2009, the company received a number of 


highly advanced produ 








safety. In addition 
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trade show in Germany. Among the in 
future steering concept for tractors th 


ll as the company’s largest-ever planter and most 


brought out a new family 








for commercial customers 
mowing and maintenance 





ies at the heart of our 
apitalize on positive 


ts and features, including 





























oducts, whether brand- 











John Deere’s future, their full impact can be realized only when 
the expertise of a committed dealer channel. 





combined with 

















equipment 
novations recognized was a 
at enhances efficiency and 
, the company continued development of new 

nts for power and efficiency 
yet produce lower emissions. The engines will be included on some 
products being introduced for model-year 2011. 


ssional network 
provide crucial support for 
nd help deliver compelling value to our customers. 
s positive trends and productive equipment are to 





Among the industry's most productive forwarders, 
the John Deere 1910E features extreme speed and 
strength for moving heavy loads. Model boasts 
two-metric-ton increase in payload and greater 
power, hydraulic pump capacity, and tractive force. 
E-series machines also have rotating and leveling 
cabs that increase efficiency and give operators a 
better view of the work area. 





An industry first, the 7030 E Premium tractors (7530E 
shown) feature integrated electrical distribution and 
power management system that can drive electric and 
hybrid implements. Marketed primarily in Europe, 
series wins innovation award in U.K. in 2009. 





One of nine new highly productive, reliable D-series 
skid steer and compact track loader models, the 
318D skid steer offers easier operation and servicing. 
Among its features is an enhanced cab for 
productivity and comfort. 





Operating Excellence Driving Strategy 


Rigorous asset management remains a cornerstone of our strategy 
to deliver economic profit on a more consistent basis. Though the 
company’s asset efficiency has shown dramatic improvement in 
ecent years, last year’s performance warrants particular attention. 
n declining by $1.3 billion, trade receivables and inventories 
emained at 24 percent of the year’s sales, the lowest point in 
ecent times. Keeping inventories in line with such a steep sales 
decline reflects our improving ability to balance factory production 
with retail market conditions. 



































uch of our success managing assets has resulted from 
investments targeting improved efficiency and the adoption of 
related operating processes and principles. Almost all major 
manufacturing facilities have undergone modernizing projects 
to help them become more efficient and flexible. Last year, the 
company continued with capacity or workspace expansions at 
tractor factories in the United States, Brazil and China, and at its 
U.S. combine-harvester plant. 









































Also of significance, two important manufacturing systems were 
integrated during the year, creating a single program for factory 
production and product quality. Standardized processes now in 
place at facilities throughout the world are helping the company 
address the growing complexity of its businesses and achieve 
greater consistency, efficiency and quality. 
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Extending Proud Record of Citizenship 


John Deere takes its responsibilities as a corporate citizen seriously. 
The company and the John Deere Foundation have continued to 
partner with many worthy organizations involved with world 
hunger, community betterment and higher education. 











Solutions for world hunger remained the John Deere Foundation’s 
signature program in 2009. Active support continued for KickStart 
International, which designs and distributes manually-operated 
irrigation pumps for subsistence farmers in Africa, and for 
Opportunity International, which provides microfinance support. 
In the United States, the company increased funding for local 
food banks and helped start or expand student “backpack” 
programs, which provide food supplies for more than 5,000 needy 
children over weekends. Additional grants of $1 million were 
approved for United Way organizations in major U.S.-unit 
communities. In total, the company, its employees and foundation 
ade donations to United Way of some $5 million last year. 
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New for 2009, the John Deere DB120 planter sets 
the standard for size and productivity in the 
large-frame market. The 48-row, 120-foot-wide 
planter is company’s largest model. Award-winning 
technology allows for precise control of planting 
units. That helps reduce input costs and the chance 
of overseeding. 





What about employee safety? John Deere facilities are among the Well-Positioned for Future 
safest in the world — and this exceptional employee-safety record 
got even better in 2009. The company’s lost-time frequency rate 
showed further improvement and remained in line with historic 
ows. Our hydraulic-cylinder factory in Illinois set an all-time 
company record for operating 14 consecutive years without a 
ost-time injury. Looking ahead, we're forecasting another profitable year in 2010 
though conditions are expected to remain challenging overall. 
Building on gains from 2009 and earlier years, we'll be setting the 
stage to fully capitalize on a future recovery in our markets. We'll 
be making preparation for a promising future based on the world’s 
prospects for population and economic growth over time. 


All of us at John Deere are proud of our performance in 2009. In 
the face of intense economic pressure, the company remained on 
a profitable course, bolstered its financial position and extended 
its global market presence. 

















Deere operations extended their proud record of environmental 
achievement and stewardship in 2009 by, among other means, 
increasing the use of renewable-energy sources to reduce 
r 
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greenhouse-gas emissions. Our factory in Pune, India, installed a 
ooftop solar water-heating system to minimize electricity 



































consumption. Demonstrating a commitment to sustainable The global economic slump has taken a toll on the results of 
operations, the company’s factory in Torreon, Mexico, created an John Deere and other companies. But it has not changed the fact 
ecological preserve for recycling landscape materials used onsite. that an expanding population still needs food to eat, clothes to 








wear, shelter to live in, and infrastructure to support 
its lifestyle. Nor has the recession changed our belief that John 

Deere remains exceptionally well-positioned to respond to these 
needs, day in and day ou 

















We continued developing product solutions that are less disruptive 
to the environment and conserve natural resources. Soil moisture 
monitoring sensors from John Deere Water are helping farmers 

better manage their irrigation needs and use water more judiciously. 
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Also, new hybrid fairway and greens mowers offer reduced fuel We understand the importance of this opportunity and are 

consumption, quieter operation and less chance of hydraulic excited by the chance it gives us to enable human flourishing, 

leaks. and promote a higher quality of life, for all people throughout 
the world. 


Promoting Inclusion & Collaboration Through Team Enrichment 


Through the aligned efforts of a dedicated global workforce over 

50,000 strong, John Deere is establishing a performance-based 

culture that is making quite an impact on our results. In this On behalf of the John Deere team, December 17, 2009 

regard, the company’s team-enrichment initiative made further 

progress in 2009. By promoting a more global and inclusive work 

environment, Team Enrichment aims to help the company attract, 

d g 
fn 





evelop, and retain talented employees from all backgrounds. 

During the year, the company introduced a series of metrics to 

chart our progress in these critical areas. Another focus was Samuel R. Allen 
ntegrating solutions identified by regional team-enrichment 

councils into the operating units. Included was a teaming process 

that reinforces inclusive behaviors and supports global teamwork 

and collaboration. 



















































































Last year’s employee survey showed widespread improvement in 
ey dimensions of engagement while stressing the importance of 
strengthening the manager-employee relationship. Further, in 
ecognition of our focus on developing employees to help meet 
tomorrow's business challenges, Deere’s leadership-development 
efforts were ranked 14th in the world by a Fortune magazine 
survey. 

















2009 Highlights 


DEERE ENTERPRISE SHAREHOLDER VALUE ADDED - SVA (MM) 














$1,314 $1,702 
Ss 
-$84 
2007 2008 2009 


ENTERPRISE HIGHLIGHTS 


Economic slowdown contributes to negative SVA across enterprise. 
Equipment operations’ SVA remains positive ($64 MM) mainly as a 

result of strength in certain Agriculture and Turf markets. However, 
Financial Services records SVA deficit mainly due to lower earnings. 


Company reports eighth-highest net income of $873 million in spite 
of historic economic downturn and 19% decline in net sales and 
revenues. 


Cash flow from operations totals nearly $2.0 billion for enterprise, 
helped by company’s continued profitability and disciplined asset 
management. 


Providing basis for future growth, capital spending is $767 million; 
emphasis on development of cleaner-burning engines is major 
factor. 


Indicative of company’s continuing focus on innovation, research 
and development expenditures reach record $977 million. 


FINANCIAL SERVICES - SVA (MM) 











$90 $59 
-$148 
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FINANCIAL SERVICES HIGHLIGHTS 


Despite difficult conditions in capital markets, financial services net 
income is $202.5 million; results are aided by strong agricultural 
lending volumes and portfolio performance. 


Worldwide portfolio of receivables and leases (both owned and 
managed) increases by 2%, mainly reflecting growth in agricultural 
loans. 


Credit losses move higher but remain quite low — less than 1% of 
owned portfolio. 


Farm Plan — which provides accounts-receivable management and 
sales finance for ag producers through John Deere dealers and ag 
input retailers — grows more than 5% despite declining input prices. 


John Deere Risk Protection extends growth record, providing crop 
insurance on more than 13 million acres, up 17% over prior year. 


John Deere Renewables wind-power projects increase to 34 sites 
with more than 700 megawatts of generating capacity, enough to 
power nearly 200,000 homes while avoiding emissions of more than 
1.25 million tons of CO2 annually. 


EQUIPMENT OPERATIONS - SVA (MM) 





$1,224 


$1,643 


$64 





2007 


AGRICULTURE & TURF HIGHLIGHTS 


2008 


2009 


EQUIPMENT OPERATIONS HIGHLIGHTS 


Equipment divisions post operating profit of $1.365 billion. Though 
down, results are aided by improved pricing and reduced selling, 
administrative and general expenses. 


SVA for equipment operations remains positive despite largest single- 
year sales decline in company history. 


Demonstrating ability to match production to changes in retail market 
conditions, trade receivables and inventories decline by $1.3 billion 
and hold steady on percent-of-sales basis, versus prior year. 


Plans announced for manufacturing and parts center in Russia to make 
broad range of products, including tractors, harvesting equipment, 
and construction and forestry machines. 


Preparing for stricter emissions regulations in 2011, John Deere Power 
Systems announces it will build on its proven technology to meet new 
rules while still delivering performance and low operating costs. 


* Strength of farm economy, particularly in U.S. and Canada, keeps 


division profitable in spite of recession and global financial crisis; 
operating profit totals $1.448 billion; net sales are $18.122 billion. 


AGRICULTURE & TURF - SVA (MM) 





$960 * $1,494 * $44] 


* Expanded division combines agricultural equipment and commercial 
and consumer equipment operations; new structure aimed at 
quicker response to markets and improved efficiency. 


* Product introductions in U.S. and Europe, including innovative 
8R-series row-crop tractor line, highlight enhanced machine 
intelligence and productivity. 





* Agricultural irrigation unit John Deere Water announces plans to 2007 2008 2009 
establish manufacturing, sales and marketing presence in India. 


* Continuing investments in growing markets, company opens an 
attachments factory in Mexico, announces joint venture in Brazil for 
sugar-cane harvesting technology. 


CONSTRUCTION & FORESTRY - SVA (MM) 
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2009 


* 2007 and 2008 results restated from earlier reports to 
reflect 2009 merger of former Agricultural Equipment and 
Commercial & Consumer Equipment segments. 


CONSTRUCTION & FORESTRY HIGHLIGHTS 


Division posts operating loss of $83 million on sales decline of 45%. 


Cost control, rigorous asset management and positive pricing help 
lessen effect of sharp industry downturn; these steps position division 
for strong performance in market recovery. 


Part of global expansion plans, division begins sales and distribution 
of construction equipment in Russia; forms joint venture in India to 
make backhoes and four-wheel-drive loaders for sale in that country 
and other markets. 


C&F launches E-series wheeled cut-to-length forestry equipment with 
rotating and leveling cabs; new D-series skid steers and compact track 
loaders respond to customer need for bigger, quieter cabs, easier 
operation and servicing. 


Sales begin of innovative high-speed dozer; new machine form 
features speed of grader with flotation of dozer. 


SVA: FOCUSING ON GROWTH 
& SUSTAINABLE PERFORMANCE 


+ Shareholder Value Added (SVA) — essentially, the difference 


between operating profit and pretax cost of capital — is a metric 


used by John Deere to evaluate business results and measure 
sustainable performance. 


+ In arriving at SVA, each equipment segment is assessed a 
pretax cost of assets — generally 12% of average identifiable 
operating assets with inventory at standard cost (believed to 


more closely approximate the current cost of inventory and the 


company’s related investment). 


+ Financial-services businesses are assessed a cost of equity of 
approximately 18% pretax. 


* The amount of SVA is determined by deducting the asset or 
equity charge from operating profit. 


Additional information on these metrics and their relationship to amounts presented in 


accordance with U.S. GAAP can be found at our Web site, www.JohnDeere.com. 
Note: Some totals may vary due to rounding. 


DEERE EQUIPMENT OPERATIONS 


























$MM unless indicated 07 08 09 
Net Sales 21489 25803 20756 
Op Profit 2318 2927 1365 
Avg Assets 

With Inventories @ Std Cost 9205 10812 10950 

With Inventories @ LIFO 8092 9652 9647 
OROA % @ LIFO 28.6 30.3 14.1 
Asset Turns (Std Cost) 2.33 2.39 1.90 
Op Margin % x10.79 x11.34 x6.58 
OROA % @ Standard Cost 252 27.1 12.5 
$MM 07 08 09 
Avg Assets @ Std Cost O205: 10812 10950 
Op Profit 2318 2927 1365 
Cost of Assets -1094 -1284 -1301 
SVA 1224 1643 64 











Deere Equipment Operations, to create and grow SVA, are targeting an 
operating return on average operating assets (OROA) of 20% at mid-cycle 


sales volumes in any given year — and other ambitious returns at othe 


r points 


in the cycle. (For purposes of this calculation, operating assets are average 
identifiable assets during the year with inventories valued at standard cost.) 


























FINANCIAL SERVICES 

$MM unless indicated 07 08 09 
Net Income 364 337 203 
Avg Equity 2524 PBDD PED 
ROE % 144 143 74 
SMM 07 08 09 
Op Profit 553) 493 242 
Change in Allowance 

for Doubtful Receivables 7 (4) 68 
SVA Income 570 489 310 
Avg Equity Continuing Operations 2524 2355 DBD 
Avg Allowance 

for Doubtful Receivables 167 183 195 
SVA Avg Equity 2691 2538 PSB 
SVA Income 570 489 310 
Cost of Equity -480 -430 -458 
SVA 90 59 -148 











Deere Financial Services, to create and grow SVA, are targeting an after-tax 
return on average equity of approximately 13%. The Financial Services SVA 


metric is calculated on a pretax basis, with certain adjustments. Operating profit 


is adjusted for changes in the allowance for doubtful receivables, while the 
actual allowance is added to the equity base. These adjustments are made to 
reflect actual write-offs in both income and equity. 



































Agriculture & Turf 
$MM unless indicated oy* 08* 09 
Net Sales 16454 20985 18122 
Op Profit 1747 2461 1448 
Avg Assets 

With Inventories @ Std Cost 6649 8l71 8500 

With Inventories @ LIFO 5708 7196 7397 
OROA % @ LIFO 30.6 34.2 19.6 
Asset Turns (Std Cost) 2.48 257 2.13 
Op Margin % x10.62 = x11.73 x7.99 
OROA % @ Standard Cost 263 30.1 17.0 
sMM 07* 08* 09 
Avg Assets @ Std Cost 6649 8171 8500 
Op Profit 1747 2461 1448 
Cost of Assets -787 -967 -1007 
SVA 960 1494 4h] 











*2007 and 2008 figures are the combined results of the former Agricultural Equipment 
and Commercial & Consumer Equipment segments for those years. They were merged 
in 2009 to form the Agriculture and Turf segment 


Construction & Forestry 





























$MM unless indicated 07 08 09 
Net Sales 5035 4818 2634 
Op Profit 571 466 (83) 
Avg Assets 

With Inventories @ Std Cost 2556 2641 2450 

With Inventories @ LIFO 2384 2456 2250 
OROA % @ LIFO 24.0 19.0 -3.7 
Asset Turns (Std Cost) 1.97 1.82 1.08 
Op Margin % x 11.34 x 9.67 x-3.15 
OROA % @ Standard Cost 223 17.6 34 
sMM 07 08 09 
Avg Assets @ Std Cost 2556 2641 2450 
Op Profit 57] 466 -83 
Cost of Assets -307 -317 -294 
SVA 264 149 -377 











5-YEAR CUMULATIVE TOTAL RETURN 





DEERE COMPARED TO S&P 500 INDEX AND S&P 500 CONSTRUCTION & FARM MACHINERY INDEX 
$300 







































































$250 
$200 
$150 
$100 
$50 
2004 2005 2006 2007 2008 2009 
—l— Deere & Company e S&P Construction & Farm Machinery @- saPsoo 
At October 31 
2004 2005 2006 2007 2008 2009 
Deere & Company $100.00 $103.37 $147.97 $273.51 $138.21 $168.00 
S&P Con & Farm Mach $100.00 $117.50 $149.33 $219.62 $105.94 $146.54 
S&P 500 $100.00 $108.72 $126.49 $144.90 $92.60 $101.68 
The graph compares the cumulative total returns of Deere & Company, the S&P 500 Construction & Farm 





Machinery Index, and the S&P 500 Stock Index over a five-year period. It assumes $100 was invested on October 
31, 2004, and that dividends are reinvested. Deere & Company stock price at October 31, 2009, was $45.55. 
The Standard & Poor's 500 Construction & Farm Machinery Index is made up of Deere (DE), Caterpillar (CAT), 
Paccar (PCAR), and Cummins (CMI). The stock performance shown in the graph is not intended to forecast and 
does not necessarily indicate future price performance. 








MANAGEMENT’S DISCUSSION AND ANALYSIS 


RESULTS OF OPERATIONS FOR THE YEARS ENDED 
OCTOBER 31, 2009, 2008 AND 2007 


OVERVIEW 


Organization 

The company’s Equipment Operations generate revenues and 
cash primarily from the sale of equipment to John Deere dealers 
and distributors. The Equipment Operations manufacture and 
distribute a full line of agricultural equipment; lawn and turf 
care equipment, landscaping and irrigation products; and a 
broad range of equipment for construction and forestry. 

The company’s Financial Services primarily provide credit 
services, which mainly finance sales and leases of equipment 

by John Deere dealers and trade receivables purchased from 
the Equipment Operations. In addition, Financial Services 
offer certain crop risk mitigation products and invest in wind 
energy generation. The information in the following discussion 
is presented in a format that includes information grouped as 
consolidated, Equipment Operations and Financial Services. 
The company also views its operations as consisting of two 
geographic areas, the U.S. and Canada, and outside the 

US. and Canada. The company’s reportable operating segments 
consist of agriculture and turf, construction and forestry and 
credit. The previous agricultural equipment segment and 
commercial and consumer equipment segment were combined 
into the agriculture and turf segment at the beginning of the 
third quarter of 2009 (see Note 28). The following discussions 
of operating segment results have been revised to conform to 
the current reportable segments. 


Trends and Economic Conditions 

Industry farm machinery sales in the U.S. and Canada in 2010 
are forecast to be down about 10 percent. Industry sales in 
Western Europe are forecast to decline 10 to 15 percent and 
South America industry sales are projected to increase by 10 to 
15 percent for the year. The company’s agriculture and turf 
equipment sales declined 14 percent in 2009 and are forecast 

to decrease by about 4 percent for 2010, including a favorable 
currency translation impact of about 2 percent. U.S. construction 
equipment markets are forecast to be down in 2010 resulting 
from a decline in non-residential construction activity and lower 
used equipment values. Global forestry markets are expected 

to experience some recovery in 2010 based on higher demand 
for pulp and paper. The company’s construction and forestry 
sales declined 45 percent in 2009 and are forecast to increase 

by approximately 18 percent in 2010. Net income for the 
company’s credit operations in 2010 is forecast to increase to 
approximately $240 million. 

Items of concern include the decline in global economic 
activity and expected slow recovery, capital market disruptions, 
the effectiveness of governmental policies to promote economic 
recovery, the availability of credit for the company’s customers 
and suppliers and financial regulatory reform. Significant fluctua- 
tions in foreign currency exchange rates and volatility in the 
price of many commodities could also impact the company’s 
results. The availability of certain components that could impact 
the company’s ability to meet production schedules continues 
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to be monitored. Designing and producing products with 
engines that continue to meet high performance standards and 
increasingly stringent emissions regulations is one of the 
company’s major priorities. 

In an environment of intense global economic pressure, the 
company has completed a solidly profitable year and maintained 
its strong financial condition. The company’s plans for meeting 
the world’s growing need for food and infrastructure are 
continuing to move forward. 


2009 COMPARED WITH 2008 


CONSOLIDATED RESULTS 

Worldwide net income in 2009 was $873 million, or $2.06 
per share diluted ($2.07 basic), compared with $2,053 million, 
or $4.70 per share diluted ($4.76 basic), in 2008. Included in 
net income for 2009 were charges of $381 million pretax 
($332 million after-tax), or $.78 per share diluted and basic, 
related to impairment of goodwill and voluntary employee 
separation expenses (see Note 5). Net sales and revenues 
decreased 19 percent to $23,112 million in 2009, compared 
with $28,438 million in 2008. Net sales of the Equipment 
Operations decreased 20 percent in 2009 to $20,756 million 
from $25,803 million last year. The sales decrease was primarily 
due to lower shipment volumes. The decrease also included an 
unfavorable effect for currency translation of 4 percent, more 
than offset by price realization of 5 percent. Net sales in the 
US. and Canada decreased 14 percent in 2009. Net sales 
outside the U.S. and Canada decreased by 28 percent in 2009, 
which included an unfavorable effect of 8 percent for currency 
translation. 

Worldwide Equipment Operations had an operating 
profit of $1,365 million in 2009, compared with $2,927 million 
in 2008. The deterioration in operating profit was primarily 
due to lower shipment and production volumes, the unfavorable 
effects of foreign currency exchange, a goodwill impairment 
charge, higher raw material costs and voluntary employee 
separation expenses, partially offset by improved price realization 
and lower selling, administrative and general expenses. 

The Equipment Operations’ net income was $678 million 
in 2009, compared with $1,676 million in 2008. The same 
operating factors mentioned above, in addition to a higher 
effective tax rate, affected these results. 

Trade receivables and inventories at October 31, 2009 
were $5,014 million, compared with $6,276 million last year, 
or 24 percent of net sales in both years. 

Net income of the company’s Financial Services 
operations in 2009 decreased to $203 million, compared with 
$337 million in 2008. The decrease was primarily a result 
of a higher provision for credit losses, lower conunissions from 
crop insurance, narrower financing spreads and higher losses 
from construction equipment operating lease residual values, 
partially offset by a lower effective tax rate primarily from wind 
energy tax credits and lower selling, administrative and general 
expenses. Additional information is presented in the following 
discussion of the “Worldwide Credit Operations.” 


The cost of sales to net sales ratio for 2009 was 78.3 
percent, compared with 75.9 percent last year. The increase 
was primarily due to lower shipment and production volumes, 
unfavorable effects of foreign exchange, a goodwill impairment 
charge, higher raw material costs and voluntary employee 
separation expenses. 

Finance and interest income declined this year due to lower 
financing rates and a smaller average portfolio. Other income 
decreased primarily as a result of lower commissions from crop 
insurance and lower earnings from marketable securities. 
Research and development expenses increased primarily as a 
result of increased spending in support of new products including 
designing and producing products with engines to meet more 
stringent emissions regulations. Selling, administrative and 
general expenses decreased primarily due to lower compensation 
expenses and the effect of currency translation. Interest expense 
decreased due to lower average borrowing rates, partially offset 
by higher average borrowings. The equity in income of 
unconsolidated affiliates decreased as a result of lower income 
from construction equipment manufacturing affiliates impacted 
by the low levels of construction activity. 

The company has several defined benefit pension plans 
and defined benefit health care and life insurance plans. 

The company’s postretirement benefit costs for these plans in 
2009 were $312 million, compared with $277 million in 2008. 
The long-term expected return on plan assets, which is reflected 
in these costs, was an expected gain of 8.2 percent in 2009 and 
2008, or $857 million in 2009 and $920 million in 2008. 

The actual return was a gain of $1,142 million in 2009 anda 
loss of $2,158 million in 2008. In 2010, the expected return 
will be approximately 8.2 percent. The company expects 
postretirement benefit costs in 2010 to be approximately 

$400 million higher than in 2009, primarily due to lower 
discount rates. The company makes any required contributions 
to the plan assets under applicable regulations and voluntary 
contributions from time to time based on the company’s 
liquidity and ability to make tax-deductible contributions. 
Total company contributions to the plans were $358 million in 
2009 and $431 million in 2008, which include direct benefit 
payments for unfunded plans. These contributions also included 
voluntary contributions to total plan assets of approximately 
$150 million in 2009 and $297 million in 2008. Total company 
contributions in 2010 are expected to be approximately 

$390 million, which are primarily direct benefit payments. 

The company has no significant contributions to pension plan 
assets required in 2010 under applicable funding regulations. 
See the following discussion of “Critical Accounting Policies” 
for more information about postretirement benefit obligations. 
BUSINESS SEGMENT AND GEOGRAPHIC AREA RESULTS 

The following discussion relates to operating results by 
reportable segment and geographic area. Operating profit is 
income before external interest expense, certain foreign 
exchange gains or losses, income taxes and corporate expenses. 
However, operating profit of the credit segment includes the 
effect of interest expense and foreign exchange gains or losses. 
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Worldwide Agriculture and Turf Operations 

The agriculture and turf segment had an operating profit of 
$1,448 million in 2009, compared with $2,461 million in 2008. 
Net sales decreased 14 percent this year due to lower shipment 
volumes and the unfavorable effects of currency translation, 
partially offset by improved price realization. The decrease 

in operating profit was primarily due to lower shipment and 
production volumes, unfavorable effects of foreign currency 
exchange, a goodwill impairment charge, higher raw material 
costs and voluntary employee separation expenses, partially offset 
by improved price realization and lower selling, administrative 
and general expenses. 


Worldwide Construction and Forestry Operations 

The construction and forestry segment had an operating loss 

of $83 million in 2009, compared with an operating profit of 
$466 million in 2008. Net sales decreased 45 percent for the year 
reflecting the pressure from market conditions. The operating 
profit was lower primarily due to lower shipment and production 
volumes and lower equity in income from unconsolidated 
affiliates, partially offset by improved price realization and lower 
selling, administrative and general expenses. 


Worldwide Credit Operations 

The operating profit of the credit operations was $223 million 
in 2009, compared with $478 million in 2008. The decrease 

in operating profit was primarily due to a higher provision for 
credit losses, lower commissions from crop insurance, narrower 
financing spreads, a higher pretax loss from wind energy projects 
and higher losses from construction equipment operating lease 
residual values, partially offset by lower selling, administrative 
and general expenses. Total revenues of the credit operations, 
including intercompany revenues, decreased 11 percent in 
2009, primarily reflecting the lower financing rates and a 
smaller portfolio. The average balance of receivables and leases 
financed was 1 percent lower in 2009, compared with 2008. 
Interest expense decreased 8 percent in 2009 as a result of lower 
average borrowing rates, partially offset by higher average 
borrowings. The credit operations’ ratio of earnings to fixed 
charges was 1.24 to 1 in 2009, compared with 1.45 to 1 in 2008. 


Equipment Operations in U.S. and Canada 

The equipment operations in the U.S. and Canada had an 
operating profit of $1,129 million in 2009, compared with 
$1,831 million in 2008. The decrease was primarily due to lower 
shipment and production volumes, a goodwill impairment 
charge, higher raw material costs and voluntary employee 
separation expenses, partially offset by improved price realization 
and decreased selling, administrative and general expenses. 

Net sales decreased 14 percent due to lower volumes and the 
unfavorable effects of currency translation, partially offset by 
improved price realization. The physical volume decreased 

18 percent, compared with 2008. 





Equipment Operations outside U.S. and Canada 

The equipment operations outside the U.S. and Canada had 

an operating profit of $236 million in 2009, compared with 
$1,096 million in 2008. The decrease was primarily due to the 
effects of lower shipment and production volumes, unfavorable 
effects of foreign currency exchange rates and increases in raw 
material costs, partially offset by improved price realization and 
decreased selling, administrative and general expenses. Net sales 
were 28 percent lower reflecting lower volumes and the effect 
of currency translation, partially offset by improvements in price 
realization. The physical volume decreased 26 percent, compared 
with 2008. 

MARKET CONDITIONS AND OUTLOOK 

Company equipment sales are projected to be down about 

1 percent for fiscal year 2010 and decline about 10 percent for 
the first quarter, compared with the same periods in 2009. 

This includes a favorable currency translation impact of about 

1 percent for the year and about 3 percent for the quarter. 

The company’s net income is anticipated to be approximately 
$900 million for 2010. Mainly due to lower discount rates, 

the company expects postretirement benefit costs to be about 
$400 million higher on a pretax basis in 2010 than in 2009. 


Agriculture and Turf. Worldwide sales of the agriculture and turf 
segment are forecast to decrease by about 4 percent for fiscal 
year 2010, including a favorable currency translation impact of 
about 2 percent. 

On an industry basis, farm machinery sales in the 
US. and Canada are forecast to be down about 10 percent for 
the year. Cash receipts and commodity prices, while below 
their prior peaks, are anticipated to remain at healthy levels. 
However, farmers are expected to be cautious in their purchasing 
decisions as a result of negative overall economic conditions and 
near term profitability issues in the livestock and dairy sectors. 
In other parts of the world, industry farm machinery sales in 
Western Europe are forecast to decline 10 to 15 percent for the 
year mainly due to weakness in the livestock, dairy and grain 
sectors. Sales in Central Europe and the Commonwealth of 
Independent States are expected to remain under pressure 
partly as a result of weak general economic conditions, includ- 
ing low levels of available credit. In South America, industry 
sales are projected to increase by 10 to 15 percent for the year. 
Among other positive factors, parts of South America are 
benefiting from a return to more normal weather patterns after 
last year’s severe drought. The Brazilian market is expected to 
receive support from good incomes for soybean and sugarcane 
producers and the continued availability of attractive government 
supported financing. The forecast assumes that the Brazilian 
currency does not strengthen further against the U.S. dollar. 
Industry sales of turf equipment and compact utility tractors in 
the U.S. and Canada are expected to be flat for the year as a 
result of negative U.S. economic conditions. 
Construction and Forestry. The company’s worldwide sales of 
construction and forestry equipment are forecast to increase by 
about 18 percent for fiscal year 2010. Sales are expected to be 
helped by aggressive inventory reductions in the previous year 
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that position the company to align production with retail 
demand. Despite an increase in housing starts from historically 
low levels, U.S. construction equipment markets are forecast to 
be down for the year resulting from a decline in non-residential 
construction activity and lower used equipment values. 

Global forestry markets are expected to experience some 
recovery based on higher demand for pulp and paper, driven 
by higher worldwide economic output, as well as the increase 
in U.S. housing starts. 

Credit. Net income in fiscal year 2010 for the company’s 

credit operations is forecast to be approximately $240 million. 
The forecast increase from 2009 primarily is due to higher 
commissions from crop insurance and increased revenue from 
wind energy projects. 

SAFE HARBOR STATEMENT 

Safe Harbor Statement under the Private Securities Litigation Reform 
Act of 1995: Statements under “Overview,” “Market Conditions 
and Outlook” and other forward-looking statements herein that 
relate to future events, expectations and operating periods 
involve certain factors that are subject to change, and important 
risks and uncertainties that could cause actual results to differ 
materially. Some of these risks and uncertainties could affect 
particular lines of business, while others could affect all of the 
company’s businesses. 

The company’s agricultural equipment business is subject 
to a number of uncertainties including the many interrelated 
factors that affect farmers’ confidence. These factors include 
worldwide economic conditions, demand for agricultural 
products, world grain stocks, weather conditions (including its 
effects on timely planting and harvesting), soil conditions, 
harvest yields, prices for commodities and livestock, crop and 
livestock production expenses, availability of transport for crops, 
the growth of non-food uses for some crops (including ethanol 
and biodiesel production), real estate values, available acreage 
for farming, the land ownership policies of various govern- 
ments, changes in government farm programs and policies 
(including those in the U.S. and Brazil), international reaction 
to such programs, global trade agreements, animal diseases 
and their effects on poultry and beef consumption and prices, 
crop pests and diseases, and the level of farm product exports 
(including concerns about genetically modified organisms). 

Factors affecting the outlook for the company’s turf and 
utility equipment include general economic conditions, 
consumer confidence, weather conditions, customer profitability, 
consumer borrowing patterns, consumer purchasing preferences, 
housing starts, infrastructure investment, spending by munici- 
palities and golf courses, and consumable input costs. 

General economic conditions, consumer spending 
patterns, real estate and housing prices, the number of housing 
starts and interest rates are especially important to sales of the 
company’s construction and forestry equipment. The levels of 
public and non-residential construction also impact the results 
of the company’s construction and forestry segment. Prices for 
pulp, paper, lumber and structural panels are important to sales 
of forestry equipment. 





All of the company’s businesses and its reported results are 
affected by general economic conditions in the global markets 
in which the company operates, especially material changes in 
economic activity in these markets; customer confidence in 
general economic conditions; foreign currency exchange rates, 
especially fluctuations in the value of the U.S. dollar @ncluding 
fluctuations in the value of the Brazilian real); interest rates; 
and inflation and deflation rates. General economic conditions 
can affect demand for the company’s equipment as well. 
Current negative economic conditions and outlook have 
dampened demand for equipment. 

Customer and company operations and results could be 
affected by changes in weather patterns; the political and social 
stability of the global markets in which the company operates; 
the effects of, or response to, terrorism; wars and other interna- 
tional conflicts and the threat thereof; and the spread of major 
epidemics (including H1N1 and other influenzas). 

With respect to the global economic downturn and 
expected slow recovery, changes in governmental banking, 
monetary and fiscal policies to restore liquidity and increase 
the availability of credit may not be effective and could have 
a material impact on the company’s customers and markets. 
Significant changes in market liquidity conditions could impact 
access to funding and associated funding costs, which could 
reduce the company’s earnings and cash flows. Current market 
conditions could also negatively impact customer access to 
capital for purchases of the company’s products; borrowing and 
repayment practices; and the number and size of customer loan 
delinquencies and defaults. The company’s investment manage- 
ment activities could be impaired by changes in the equity and 
bond markets, which would negatively affect earnings. 

Additional factors that could materially affect the company’s 
operations and results include changes in and the impact of 
governmental trade, banking, monetary and fiscal policies, 
including financial regulatory reform, and governmental 
programs in particular jurisdictions or for the benefit of certain 
industries or sectors (including protectionist policies that could 
disrupt international commerce); actions by the U.S. Federal 
Reserve Board and other central banks; actions by the 
US. Securities and Exchange Commission (SEC); actions by 
environmental, health and safety regulatory agencies, including 
those related to engine emissions (in particular Interim Tier 4 
and Final Tier 4 emission requirements), noise and the risk 
of climate change; changes in labor regulations; changes to 
accounting standards; changes in tax rates and regulations; and 
actions by other regulatory bodies including changes in laws and 
regulations affecting the sectors in which the company operates. 

Other factors that could materially affect results include 
production, design and technological innovations and difficulties, 
including capacity and supply constraints and prices; the avail- 
ability and prices of strategically sourced materials, components 
and whole goods; delays or disruptions in the company’s supply 
chain due to weather, natural disasters or financial hardship or 
the loss of liquidity by suppliers G@ncluding common suppliers 
with the automotive industry); start-up of new plants and new 
products; the success of new product initiatives and customer 
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acceptance of new products; oil and energy prices and supplies; 
the availability and cost of freight; actions of competitors in the 
various industries in which the company competes, particularly 
price discounting; dealer practices especially as to levels of new 
and used field inventories; labor relations; acquisitions and 
divestitures of businesses, the integration of new businesses; 

the implementation of organizational changes, such as combining 
of the agricultural and commercial and consumer equipment 
segments; changes in company declared dividends and common 
stock issuances and repurchases. 

Company results are also affected by changes in the level 
of employee retirement benefits, changes in market values of 
investment assets and the level of interest rates, which impact 
retirement benefit costs, and significant changes in health care 
costs including those which may result from governmental 
action. 

The current economic downturn has adversely affected 
the financial industry in which John Deere Capital Corporation 
and other credit subsidiaries (Credit) operate. Credit’s liquidity 
and ongoing profitability depend largely on timely access to 
capital to meet future cash flow requirements and fund operations 
and the costs associated with engaging in diversified funding 
activities and to fund purchases of the company’s products. 

If market disruption and volatility continue or worsen or access 
to governmental liquidity programs decreases, funding could be 
unavailable or insufficient. Additionally, under current market 
conditions customer confidence levels may result in declines in 
credit applications and increases in delinquencies and default 
rates, which could materially impact Credit’s write-offs and 
provisions for credit losses. 

The company’s outlook is based upon assumptions 
relating to the factors described above, which are sometimes 
based upon estimates and data prepared by government agencies. 
Such estimates and data are often revised. The company, except 
as required by law, undertakes no obligation to update or revise 
its outlook, whether as a result of new developments or 
otherwise. Further information concerning the company and 
its businesses, including factors that potentially could materially 
affect the company’s financial results, is included in other filings 
with the SEC. 


2008 COMPARED WITH 2007 


CONSOLIDATED RESULTS 

Worldwide net income in 2008 was $2,053 million, or $4.70 
per share diluted ($4.76 basic), compared with $1,822 million, 
or $4.00 per share diluted ($4.05 basic), in 2007. Net sales 

and revenues increased 18 percent to $28,438 million in 2008, 
compared with $24,082 million in 2007. Net sales of the 
Equipment Operations increased 20 percent in 2008 to $25,803 
million from $21,489 million in 2007. This included a positive 
effect for currency translation of 4 percent and price changes of 
2 percent. Net sales in the U.S. and Canada increased 9 percent 
in 2008. Net sales outside the U.S. and Canada increased by 

40 percent, which included a positive effect of 10 percent for 
currency translation. 


Worldwide Equipment Operations had an operating 
profit of $2,927 million in 2008, compared with $2,318 million 
in 2007. Higher operating profit was primarily due to the 
favorable impact of higher shipment volumes and improved 
price realization. Partially offsetting these factors were increased 
raw material costs, higher selling, administrative and general 
expenses, increased research and development costs and 
expenses to close a facility in Canada (see Note 5). 

The Equipment Operations’ net income was $1,676 million 
in 2008, compared with $1,429 million in 2007. The same 
operating factors mentioned above as well as a higher effective 
tax rate in 2008 affected these results. 

Net income of the company’s Financial Services operations 
in 2008 decreased to $337 million, compared with $364 million 
in 2007. The decrease was primarily a result of increased selling, 
administrative and general expenses, an increase in average 
leverage and a higher provision for credit losses, partially offset 
by growth in the average credit portfolio. Additional information 
is presented in the following discussion of the credit operations. 

The cost of sales to net sales ratio for 2008 was 75.9 percent, 
compared with 75.6 percent in 2007. The increase was primarily 
due to higher raw material costs, partially offset by higher sales 
and production volumes and improved price realization. 

Other income increased in 2008 primarily from increased 
crop insurance commissions. Research and development costs 
increased in 2008 primarily due to increased spending in support 
of new products, Tier 4 emission requirements and the effect of 
currency translation. Selling, administrative and general expenses 
increased in 2008 primarily due to growth and acquisitions, the 
effect of currency translation and the provision for credit losses. 
Other operating expenses were higher in 2008 primarily as a 
result of higher expenses related to wind energy entities, expenses 
from crop insurance, depreciation on operating lease equipment 
and foreign exchange losses. 

The company has several defined benefit pension plans 
and defined benefit health care and life insurance plans. 

The company’s postretirement benefit costs for these plans in 
2008 were $277 million, compared with $415 million in 2007. 
The long-term expected return on plan assets, which is reflected 
in these costs, was an expected gain of 8.2 percent in 2008 and 
8.3 percent in 2007, or $920 million in 2008 and $838 million 
in 2007. The actual return was a loss of $2,158 million in 2008 
and a gain of $1,503 million in 2007. Total company contribu- 
tions to the plans were $431 million in 2008 and $646 million 
in 2007, which include direct benefit payments for unfunded 
plans. These contributions also included voluntary contributions 
to total plan assets of approximately $297 million in 2008 and 
$520 million in 2007. 
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BUSINESS SEGMENT AND GEOGRAPHIC AREA RESULTS 


Worldwide Agriculture and Turf Operations 

The agriculture and turf segment had an operating profit of 
$2,461 million in 2008, compared with $1,747 million in 2007. 
Net sales increased 28 percent in 2008 due to higher shipment 
volumes, the favorable effects of currency translation and 
improved price realization. The increase in operating profit in 
2008 was primarily due to higher shipment volumes and 
improved price realization, partially offset by higher raw material 
costs, increased selling, administrative and general expenses, 
higher research and development costs and expenses to close a 
facility in Canada. 


Worldwide Construction and Forestry Operations 

The construction and forestry segment had an operating profit 
of $466 million in 2008, compared with $571 million in 2007. 
Net sales decreased 4 percent in 2008 reflecting the pressure 
from U.S. market conditions. The operating profit was lower in 
2008 primarily due to lower shipment volumes and higher raw 
material costs, partially offset by improved price realization. 


Worldwide Credit Operations 

The operating profit of the credit operations was $478 million 
in 2008, compared with $548 million in 2007. The decrease in 
operating profit in 2008 was primarily due to higher selling, 
administrative and general expenses, an increase in average 
leverage, a higher provision for credit losses and foreign exchange 
losses, partially offset by growth in the average credit portfolio 
and increased commissions from crop insurance. Total revenues 
of the credit operations, including intercompany revenues, 
increased 3 percent in 2008, primarily reflecting the larger 
portfolio. The average balance of receivables and leases financed 
was 6 percent higher in 2008, compared with 2007. An increase 
in average borrowings, offset by lower average interest rates, 
resulted in approximately the same interest expense in both 
2008 and 2007. The credit operations’ ratio of earnings to fixed 
charges was 1.45 to 1 in 2008, compared with 1.55 to 1 in 2007. 


Equipment Operations in U.S. and Canada 

The equipment operations in the U.S. and Canada had an 
operating profit of $1,831 million in 2008, compared with 
$1,539 million in 2007. The increase was primarily due to 
higher shipment volumes and improved price realization, 
partially offset by higher raw material costs, increased selling, 
administrative and general expenses, higher research and 
development costs and expenses to close the previously 
mentioned Canadian facility. Net sales increased 9 percent in 
2008 due to higher volumes, improved price realization and 
the favorable effects of currency translation. The physical 
volume increased 4 percent in 2008 excluding acquisitions, 
compared with 2007. 


Equipment Operations outside U.S. and Canada 

The equipment operations outside the U.S. and Canada had 

an operating profit of $1,096 million in 2008, compared with 
$779 million in 2007. The increase in 2008 was primarily due 
to the effects of higher shipment volumes and improved price 
realization, partially offset by increases in raw material costs, 
increased selling, administrative and general expenses and higher 
research and development costs. Net sales were 40 percent 
higher in 2008 reflecting higher volumes, the effect of currency 
translation and improvements in price realization. The physical 
volume increased 27 percent in 2008 excluding acquisitions, 
compared with 2007. 


CAPITAL RESOURCES AND LIQUIDITY 


The discussion of capital resources and liquidity has been 
organized to review separately, where appropriate, the company’s 
consolidated totals, Equipment Operations and Financial 
Services operations. 
CONSOLIDATED 
Positive cash flows from consolidated operating activities in 
2009 were $1,985 million. This resulted primarily from net 
income adjusted for non-cash provisions and a decrease in 
inventories and trade receivables, which were partially offset by 
a decrease in accounts payable and accrued expenses and a change 
in accrued income taxes payable/receivable. Cash outflows 
from investing activities were $57 million in 2009, primarily 
due to the purchases of property and equipment of $907 million 
and acquisitions of businesses of $50 million, which were 
partially offset by proceeds from maturities and sales of market- 
able securities exceeding the purchases of marketable securities 
by $796 million and collections of receivables and the proceeds 
from sales of equipment on operating leases exceeding the cost 
of receivables and equipment on operating leases by $94 million. 
Cash inflows from financing activities were $470 million in 2009 
primarily due to an increase in borrowings of $1,068 million, 
which were partially offset by dividends paid of $473 million. 
Cash and cash equivalents increased $2,440 million during 2009. 

Over the last three years, operating activities have 
provided an aggregate of $6,693 million in cash. In addition, 
increases in borrowings were $3,636 million, proceeds from 
maturities and sales of marketable securities exceeded purchases 
by $1,600 million, proceeds from issuance of common stock 
were $411 million, proceeds from sales of financing receivables 
were $199 million and the proceeds from sales of businesses 
were $119 million. The aggregate amount of these cash flows 
was used mainly to repurchase common stock of $3,199 million, 
purchase property and equipment of $3,042 million, acquire 
receivables and equipment on operating leases that exceeded 
collections and the proceeds from sales of equipment on 
operating leases by $1,792 million, pay dividends to stockholders 
of $1,308 million and acquire businesses for $491 million. 
Cash and cash equivalents also increased $2,964 million over 
the three-year period. 

Given the downturn in global economic activity and 
capital market disruptions, the sources of funds for the company 
have been impacted. However, the company expects to have 
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sufficient sources of liquidity to meet its funding needs. 
Sources of liquidity for the company include cash and cash 
equivalents, marketable securities, funds from operations, the 
issuance of commercial paper and term debt, the securitization 
of retail notes (both public and private markets) and committed 
and uncommitted bank lines of credit. The company’s 
commercial paper outstanding at October 31, 2009 and 2008 
was $286 million and $2,961 million, respectively, while the 
total cash and cash equivalents and marketable securities 
position was $4,844 million and $3,189 million, respectively. 

On December 4, 2008, John Deere Capital Corporation 
(Capital Corporation) and FPC Financial, f's.b., a wholly-owned 
subsidiary of Capital Corporation, elected to continue to 
participate in the debt guaranty program that is part of the 
Federal Deposit Insurance Corporation’s (FDIC’s) Temporary 
Liquidity Guarantee Program (TLGP). During December 2008, 
Capital Corporation issued $2.0 billion of fixed-rate medium- 
term notes due June 19, 2012 at a rate of 2.875%, which are 
guaranteed by the FDIC under the TLGP. Following that 
issuance, the FDIC notified Capital Corporation that it needed 
additional review and written determination from the FDIC 
prior to issuing additional guaranteed debt. Accordingly, 
Capital Corporation submitted documentation to the FDIC 
seeking further guidance. Capital Corporation received written 
notification from the FDIC that the FDIC denied the request 
and that the FDIC had determined that such a denial was 
appropriate because the request was inconsistent with the 
primary purpose of the TLGP. The notes issued under the TLGP 
during December 2008 continue to carry the FDIC guarantee. 

During January 2009, Capital Corporation entered into a 
revolving credit agreement to utilize bank conduit facilities to 
securitize retail notes (see Note 13). At October 31, 2009, this 
facility had a total capacity, or “financing limit,” of up to 
$2,500 million of secured financings at any time. After a 364 
day revolving period, unless the banks and Capital Corporation 
agree to renew for an additional 364 days, Capital Corporation 
would liquidate the secured borrowings over time as payments 
on the retail notes are collected. At October 31, 2009, $1,224 
million of secured short-term borrowings was outstanding under 
the agreement. During November 2009, Capital Corporation 
reduced the capacity under this revolving credit agreement 
to $1,500 million and renewed it for an additional 364 days. 

In June and October 2009, Capital Corporation issued 
$674 million and $727 million, respectively, in retail note 
securitization transactions. The retail notes related to these 
secured borrowings were eligible collateral under the Federal 
Reserve Bank of New York’s Term Asset-Backed Securities 
Loan Facility (TALF). 

Lines of Credit. The company also has access to bank lines 
of credit with various banks throughout the world. Some of the 
lines are available to both Deere & Company and Capital 
Corporation. Worldwide lines of credit totaled $4,558 million 
at October 31, 2009, $4,214 million of which were unused. 


For the purpose of computing unused credit lines, commercial 
paper and short-term bank borrowings, excluding secured 
borrowings and the current portion of long-term borrowings, 
were primarily considered to constitute utilization. Included in 
the total credit lines at October 31, 2009 was a long-term credit 
facility agreement of $3.75 billion, expiring in February 2012. 
The credit agreement requires Capital Corporation to maintain 
its consolidated ratio of earnings to fixed charges at not less than 
1.05 to 1 for each fiscal quarter and the ratio of senior debt, 
excluding securitization indebtedness, to capital base (total 
subordinated debt and stockholder’s equity excluding accumu- 
lated other comprehensive income (loss)) at not more than 

11 to 1 at the end of any fiscal quarter. The credit agreement 
also requires the Equipment Operations to maintain a ratio of 
total debt to total capital (total debt and stockholders’ equity 
excluding accumulated other comprehensive income (loss)) of 
65 percent or less at the end of each fiscal quarter according to 
accounting principles generally accepted in the U.S. in effect at 
October 31, 2006. Under this provision, the company’s excess 
equity capacity and retained earnings balance free of restriction 
at October 31, 2009 was $6,494 million. Alternatively under 
this provision, the Equipment Operations had the capacity to 
incur additional debt of $12,060 million at October 31, 2009. 
All of these requirements of the credit agreement have been 
met during the periods included in the consolidated financial 
statements. 

Debt Ratings. To access public debt capital markets, the 
company relies on credit rating agencies to assign short-term 
and long-term credit ratings to the company’s securities as an 
indicator of credit quality for fixed income investors. A security 
rating is not a recommendation by the rating agency to buy, 
sell or hold company securities. A credit rating agency may 
change or withdraw company ratings based on its assessment 
of the company’s current and future ability to meet interest and 
principal repayment obligations. Each agency’s rating should 
be evaluated independently of any other rating. Lower credit 
ratings generally result in higher borrowing costs and reduced 
access to debt capital markets. The senior long-term and 
short-term debt ratings and outlook currently assigned to 
unsecured company securities by the rating agencies engaged 
by the company are as follows: 








Senior 
Long-Term Short-Term Outlook 
Moody’s Investors 
Service, INC. vce A2 Prime-1 Stable 
Standard & PoOr’S .....ccscesceseeee A A-l Stable 


Trade accounts and notes receivable primarily arise 
from sales of goods to independent dealers. Trade receivables 
decreased by $618 million in 2009, primarily due to lower 
production and shipment volumes. The ratio of trade accounts 
and notes receivable at October 31 to fiscal year net sales 
was 13 percent in 2009 and 2008. Total worldwide agriculture 
and turf receivables decreased $354 million and construction 
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and forestry receivables decreased $264 million. The collection 
period for trade receivables averages less than 12 months. 

The percentage of trade receivables outstanding for a period 
exceeding 12 months was 4 percent and 2 percent at October 
31, 2009 and 2008, respectively. 

Stockholders’ equity was $4,819 million at October 31, 
2009, compared with $6,533 million at October 31, 2008. 

The decrease of $1,714 million resulted primarily from a 
retirement benefits adjustment of $2,537 million and dividends 
declared of $474 million, partially offset by net income of $873 
million, a change in the cumulative translation adjustment of 
$327 million and an increase in common stock of $62 million. 
EQUIPMENT OPERATIONS 

The company’s equipment businesses are capital intensive and 
are subject to seasonal variations in financing requirements for 
inventories and certain receivables from dealers. The Equipment 
Operations sell a significant portion of their trade receivables 

to Financial Services. To the extent necessary, funds provided 
from operations are supplemented by external financing sources. 

Cash provided by operating activities of the Equipment 
Operations during 2009, including intercompany cash flows, 
was $1,425 million primarily due to net income adjusted for 
non-cash provisions and a decrease in inventories and trade 
receivables, partially offset by a decrease in accounts payable 
and accrued expenses. 

Over the last three years, these operating activities, 
including intercompany cash flows, have provided an aggregate 
of $6,478 million in cash. 

Trade receivables held by the Equipment Operations 
decreased by $238 million during 2009. The Equipment 
Operations sell a significant portion of their trade receivables 
to Financial Services (see previous consolidated discussion). 

Inventories decreased by $645 million in 2009 primarily 
reflecting the decrease in production and sales. Most of these 
inventories are valued on the last-in, first-out (LIFO) method. 
The ratios of inventories on a first-in, first-out (FIFO) basis 
(see Note 15), which approximates current cost, to fiscal year 
cost of sales were 23 percent and 22 percent at October 31, 2009 
and 2008, respectively. 

Total interest-bearing debt of the Equipment Operations 
was $3,563 million at the end of 2009, compared with $2,209 
million at the end of 2008 and $2,103 million at the end of 2007. 
The ratio of total debt to total capital (total interest-bearing 
debt and stockholders’ equity) at the end of 2009, 2008 and 
2007 was 43 percent, 25 percent and 23 percent, respectively. 

Property and equipment cash expenditures for the 
Equipment Operations in 2009 were $788 million, compared 
with $773 million in 2008. Capital expenditures in 2010 are 
estimated to be approximately $850 million to $900 million. 

During 2009, the Equipment Operations issued $750 
million of 4.375% Notes due 2019 and $500 million of 5.375% 
Notes due 2029. The Equipment Operations also retired 
$56 million of 8.95% Debentures due 2019. 


FINANCIAL SERVICES 

The Financial Services’ credit operations rely on their ability to 

raise substantial amounts of funds to finance their receivable and 
lease portfolios. Their primary sources of funds for this purpose 

are a combination of commercial paper, term debt, securitization 

of retail notes and equity capital. 

Cash flows from the Financial Services’ operating activities, 
including intercompany cash flows, were $897 million in 2009. 
The cash provided by operating activities was used primarily for 
investing and financing activities. Cash used by investing activities 
totaled $331 million in 2009, primarily due to the cost of 
receivables and equipment on operating leases exceeding 
collections of receivables and the proceeds from sales of equip- 
ment on operating leases by $265 million and purchases of 
property and equipment of $119 million, partially offset by 
proceeds from sales of financing receivables of $34 million. 

Cash used for financing activities totaled $796 million in 2009, 
representing primarily a decrease in borrowings from Deere & 
Company of $551 million and a $189 million decrease in external 
borrowings. Cash and cash equivalents decreased $215 million. 

Over the last three years, the Financial Services’ 
operating activities, including intercompany cash flows, have 
provided $2,687 million in cash. In addition, an increase in 
total borrowings of $2,488 million, capital investment from 
Deere & Company of $663 million and proceeds from sales 
of financing receivables of $353 million provided cash inflows. 
These amounts have been used mainly to fund receivable and 
equipment on operating lease acquisitions, which exceeded 
collections and the proceeds from sales of equipment on operating 
leases by $3,268 million, pay dividends to Deere & Company of 
$1,153 million and fund purchases of property and equipment 
of $923 million. Cash and cash equivalents also increased $751 
million over the three-year period. 

Receivables and equipment on operating leases increased by 
$482 million in 2009, compared with 2008. Acquisition volumes 
of receivables and equipment on operating leases decreased 
7 percent in 2009, compared with 2008. The volumes of whole- 
sale notes and revolving charge accounts increased approxi- 
mately 34 percent and 1 percent, respectively. The volumes 
of operating loans, financing leases, retail notes, operating leases 
and trade receivables decreased approximately 54 percent, 

31 percent, 15 percent, 8 percent and 8 percent, respectively. 
At October 31, 2009 and 2008, net receivables and leases 
administered, which include receivables administered but not 
owned, were $22,729 million and $22,281 million, respectively. 

Total external interest-bearing debt of the credit operations 
was $20,988 million at the end of 2009, compared with $20,210 
million at the end of 2008 and $19,665 million at the end of 
2007. Included in this debt are secured borrowings of $3,132 
million at the end of 2009, $1,682 million at the end of 2008 
and $2,344 million at the end of 2007. Total external borrowings 
have increased generally corresponding with the level of the 
receivable and lease portfolio, the level of cash and cash equiva- 
lents and the change in payables owed to Deere & Company. 
The credit operations’ ratio of total interest-bearing debt to total 
stockholder’s equity was 7.4 to 1 at the end of 2009, 8.3 to 1 at 
the end of 2008 and 8.2 to 1 at the end of 2007. 


18 


During 2009, the credit operations issued $4,898 million 
and retired $3,755 million of long-term borrowings. 
The retirements included $300 million of 6% Notes due 2009 
and the remainder consisted primarily of medium-term notes. 

Property and equipment cash expenditures for Financial 
Services in 2009 were $119 million, compared with $339 million 
in 2008, primarily related to investments in wind energy 
generation in both years. Capital expenditures for 2010 are 
estimated to be approximately $200 million, also primarily 
related to investments in wind energy generation. 


OFF-BALANCE-SHEET ARRANGEMENTS 


The company’s credit operations offer crop insurance products 
through managing general agency agreements (Agreements) 
with insurance companies (Insurance Carriers) rated “Excellent” 
by A.M. Best Company. The credit operations have guaranteed 
certain obligations under the Agreements, including the 
obligation to pay the Insurance Carriers for any uncollected 
premiums. At October 31, 2009, the maximum exposure for 
uncollected premiums was approximately $60 million. 
Substantially all of the crop insurance risk under the Agreements 
have been mitigated by a syndicate of private reinsurance 
companies. In the event of a widespread catastrophic crop 
failure throughout the U.S. and the default of all the reinsurance 
companies on their obligations, the company would be required 
to reimburse the Insurance Carriers approximately $981 million 
at October 31, 2009. The company believes the likelihood of 
this event is substantially remote. 

At October 31, 2009, the company had approximately 
$170 million of guarantees issued primarily to banks outside the 
US. related to third-party receivables for the retail financing 
of John Deere equipment. The company may recover a portion 
of any required payments incurred under these agreements from 
repossession of the equipment collateralizing the receivables. 
The maximum remaining term of the receivables guaranteed at 
October 31, 2009 was approximately six years. 


AGGREGATE CONTRACTUAL OBLIGATIONS 


The payment schedule for the company’s contractual obligations 
at October 31, 2009 in millions of dollars is as follows: 





Less More 
than 283 4&5 than 
Total 1 year years years 5 years 





Debt* 


Equipment Operations .... $3,469 $ 490 $ 173 $ 700 $2,106 





Financial Services*™....... 20,578 5,090 9,626 3,823 2,039 
WOlal ixtsAvesaveves 24,047 5,580 9,799 4523 4145 
Interest on debt... 4,468 803 = 1,285 561 1,819 
Accounts payable .............. 1,784 1,668 81 31 4 
Purchase obligations.......... 2,270 2,242 21 6 1 
Operating leases..........00 544 128 180 95 141 
Capital leases... 56 19 19 4 14 








* Principal payments. 

** Notes payable of $3,132 million classified as short-term on the balance sheet 
related to the securitization of retail notes are included in this table based on the 
expected payment schedule (see Note 18). 








The previous table does not include unrecognized tax 
benefit liabilities of approximately $260 million at October 31, 
2009 since the timing of future payments is not reasonably 
estimable at this time (see Note 8). For additional information 
regarding pension and other postretirement employee benefit 
obligations, short-term borrowings, long-term borrowings and 
lease obligations, see Notes 7, 18, 20 and 21, respectively. 


CRITICAL ACCOUNTING POLICIES 


The preparation of the company’s consolidated financial 
statements in conformity with accounting principles generally 
accepted in the U.S. requires management to make estimates 
and assumptions that affect reported amounts of assets, liabilities, 
revenues and expenses. Changes in these estimates and assump- 
tions could have a significant effect on the financial statements. 
The accounting policies below are those management believes 
are the most critical to the preparation of the company’s financial 
statements and require the most difficult, subjective or complex 
judgments. The company’s other accounting policies are 
described in the Notes to the Consolidated Financial Statements. 


Sales Incentives 

At the time a sale to a dealer is recognized, the company records 
an estimate of the future sales incentive costs for allowances and 
financing programs that will be due when the dealer sells the 
equipment to a retail customer. The estimate is based on 
historical data, announced incentive programs, field inventory 
levels and settlement volumes. The final cost of these programs 
and the amount of accrual required for a specific sale are fully 
determined when the dealer sells the equipment to the retail 
customer. This is due to numerous programs available at any 
particular time and new programs that may be announced after 
the company records the sale. Changes in the mix and types of 
programs affect these estimates, which are reviewed quarterly. 

The sales incentive accruals at October 31, 2009, 2008 
and 2007 were $806 million, $737 million and $711 million, 
respectively. The increase in 2009 was primarily due to higher 
sales incentive accruals related to foreign operations. The increase 
in 2008 was primarily due to higher sales volumes, compared 
with 2007. 

The estimation of the sales incentive accrual is impacted 
by many assumptions. One of the key assumptions is the 
historical percent of sales incentive costs to settlements from 
dealers. Over the last five fiscal years, this percent has varied 
by an average of approximately plus or minus .5 percent, 
compared to the average sales incentive costs to settlements 
percent during that period. Holding other assumptions constant, 
if this estimated cost experience percent were to increase or 
decrease .5 percent, the sales incentive accrual at October 31, 
2009 would increase or decrease by approximately $30 million. 
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Product Warranties 

At the time a sale to a dealer is recognized, the company 
records the estimated future warranty costs. The company 
generally determines its total warranty liability by applying 
historical claims rate experience to the estimated amount of 
equipment that has been sold and is still under warranty based 
on dealer inventories and retail sales. The historical claims rate 
is primarily determined by a review of five-year claims costs 
and consideration of current quality developments. Variances in 
claims experience and the type of warranty programs affect 
these estimates, which are reviewed quarterly. 

The product warranty accruals, excluding extended 
warranty unamortized premiums, at October 31, 2009, 2008 
and 2007 were $513 million, $586 million and $549 million, 
respectively. The changes were primarily due to lower sales 
volumes in 2009 and higher sales volumes in 2008. 

Estimates used to determine the product warranty accruals 
are significantly affected by the historical percent of warranty 
claims costs to sales. Over the last five fiscal years, this percent 
has varied by an average of approximately plus or minus 
.04 percent, compared to the average warranty costs to sales 
percent during that period. Holding other assumptions constant, 
if this estimated cost experience percent were to increase or 
decrease .05 percent, the warranty accrual at October 31, 2009 
would increase or decrease by approximately $15 million. 


Postretirement Benefit Obligations 

Pension obligations and other postretirement employee 

benefit (OPEB) obligations are based on various assumptions 
used by the company’s actuaries in calculating these amounts. 
These assumptions include discount rates, health care cost trend 
rates, expected return on plan assets, compensation increases, 
retirement rates, mortality rates and other factors. Actual results 
that differ from the assumptions and changes in assumptions 
affect future expenses and obligations. 

The pension liabilities, net of pension assets, recognized 
on the balance sheet at October 31, 2009 were $1,307 million. 
The pension assets, net of pension liabilities, recognized on the 
balance sheet at 2008 and 2007 were $683 million and $1,467 
million, respectively. The OPEB liabilities on these same dates 
were $4,652 million, $2,535 million and $3,065 million, 
respectively. The increase in the pension and OPEB net 
liabilities in 2009 was primarily due to the decrease in the 
discount rates for the liabilities. The decrease in the pension net 
assets in 2008 was primarily due to the decrease in market value 
of plan assets, partially offset by the increase in discount rates for 
the liabilities. The decrease in the OPEB liabilities in 2008 was 
primarily due to the increase in discount rates. 





The effect of hypothetical changes to selected assumptions 
on the company’s major U.S. retirement benefit plans would be 
as follows in millions of dollars: 











October 31, 2009 2010 
Increase Increase 
Percentage (Decrease) (Decrease) 

Assumptions Change PBO/APBO* Expense 
Pension 
Discount rate** cece +/-.5 $ (438)/481 $ (23)/25 
Expected return 

ON ASSES ...eceseseseeeeseeees +/-.5 (42)/42 
OPEB 
Discount rate*™ ......c cee +/-.5 (351)/387 (49)/53 
Expected return 

OM ASSIS occ csssescvscessvecse +/-.5 (8)/8 
Health care cost 

trend rate** occ +/-1.0 742/(621) 171/(142) 


* Projected benefit obligation (PBO) for pension plans and accumulated postretirement 
benefit obligation (APBO) for OPEB plans. 
** Pretax impact on service cost, interest cost and amortization of gains or losses. 


Goodwill 

Goodwill is not amortized and is tested for impairment annually 
and when events or circumstances change such that it is more 
likely than not that the fair value of a reporting unit is reduced 
below its carrying amount. The end of the third quarter is the 
annual measurement date. To test for goodwill impairment, the 
carrying value of each reporting unit is compared with its fair 
value. If the carrying value of the goodwill is considered 
impaired, a loss is recognized based on the amount by which the 
carrying value exceeds the implied fair value of the goodwill. 

An estimate of the fair value of the reporting unit is 
determined through a combination of comparable market values 
for similar businesses and discounted cash flows. These estimates 
can change significantly based on such factors as the reporting 
unit’s financial performance, economic conditions, interest 
rates, growth rates, pricing, changes in business strategies and 
competition. 

Based on this testing, the company identified one reporting 
unit in 2009 for which the goodwill was impaired. In the fourth 
quarter of 2009, the company recorded a non-cash charge in 
cost of sales of $289 million pretax, or $274 million after-tax. 
The charge was related to a write-down of the goodwill 
associated with the company’s John Deere Landscapes reporting 
unit, which is included in the agriculture and turf operating 
segment. The key factor contributing to the impairment was a 
decline in the reporting unit’s forecasted financial performance 
as a result of weak economic conditions. 

A 10 percent decrease in the estimated fair value of the 
company’s other reporting units would have had no impact on 
the carrying value of goodwill at the annual measurement date. 
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Allowance for Credit Losses 

The allowance for credit losses represents an estimate of 

the losses expected from the company’s receivable portfolio. 
The level of the allowance is based on many quantitative 

and qualitative factors, including historical loss experience 

by product category, portfolio duration, delinquency trends, 
economic conditions and credit risk quality. The adequacy 

of the allowance is assessed quarterly. Different assumptions or 
changes in economic conditions would result in changes to the 
allowance for credit losses and the provision for credit losses. 

The total allowance for credit losses at October 31, 2009, 
2008 and 2007 was $316 million, $226 million and $236 million, 
respectively. The increase in 2009 was primarily due to an 
increase in loss experience and delinquencies in the construction 
and forestry retail notes, revolving charge financing receivables 
and operating loans. The decrease in 2008 was primarily due to 
foreign currency translation. 

The assumptions used in evaluating the company’s 
exposure to credit losses involve estimates and significant 
judgment. The historical loss experience on the receivable 
portfolio represents one of the key assumptions involved in 
determining the allowance for credit losses. Over the last five 
fiscal years, this percent has varied by an average of approxi- 
mately plus or minus .15 percent, compared to the average loss 
experience percent during that period. Holding other assump- 
tions constant, if this estimated loss experience on the receivable 
portfolio were to increase or decrease .15 percent, the allowance 
for credit losses at October 31, 2009 would increase or decrease 
by approximately $30 million. 


Operating Lease Residual Values 

The carrying value of equipment on operating leases is affected 
by the estimated fair values of the equipment at the end of the 
lease (residual values). Upon termination of the lease, the 
equipment is either purchased by the lessee or sold to a third 
party, in which case the company may record a gain or a loss for 
the difference between the estimated residual value and the sales 
price. The residual values are dependent on current economic 
conditions and are reviewed quarterly. Changes in residual value 
assumptions would affect the amount of depreciation expense 
and the amount of investment in equipment on operating leases. 

The total operating lease residual values at October 31, 
2009, 2008 and 2007 were $1,128 million, $1,055 million and 
$1,072 million, respectively. The changes in 2009 and 2008 
were primarily due to the levels of operating leases. 

Estimates used in determining end of lease market values 
for equipment on operating leases significantly impact the 
amount and timing of depreciation expense. If future market 
values for this equipment were to decrease 10 percent from 
the company’s present estimates, the total impact would be 
to increase the company’s annual depreciation for equipment 
on operating leases by approximately $40 million. 





FINANCIAL INSTRUMENT RISK INFORMATION 


The company is naturally exposed to various interest rate and 
foreign currency risks. As a result, the company enters into 
derivative transactions to manage certain of these exposures that 
arise in the normal course of business and not for the purpose of 
creating speculative positions or trading. The company’s credit 
operations manage the relationship of the types and amounts of 
their funding sources to their receivable and lease portfolio in 
an effort to diminish risk due to interest rate and foreign 
currency fluctuations, while responding to favorable financing 
opportunities. Accordingly, from time to time, these operations 
enter into interest rate swap agreements to manage their interest 
rate exposure. The company also has foreign currency exposures 
at some of its foreign and domestic operations related to buying, 
selling and financing in currencies other than the local currencies. 
The company has entered into agreements related to the 
management of these currency transaction risks. The credit risk 
under these interest rate and foreign currency agreements is not 
considered to be significant. 


Interest Rate Risk 

Quarterly, the company uses a combination of cash flow models 
to assess the sensitivity of its financial instruments with interest 
rate exposure to changes in market interest rates. The models 
calculate the effect of adjusting interest rates as follows. Cash flows 
for financing receivables are discounted at the current prevailing 
rate for each receivable portfolio. Cash flows for marketable 
securities are primarily discounted at the applicable benchmark 
yield curve. Cash flows for unsecured borrowings are discounted 
at the applicable benchmark yield curve plus market credit 
spreads for similarly rated borrowers. Cash flows for securitized 
borrowings are discounted at the swap yield curve plus a market 
credit spread for similarly rated borrowers. Cash flows for interest 
rate swaps are projected and discounted using forward rates 
from the swap yield curve at the repricing dates. The net loss in 
these financial instruments’ fair values which would be caused 
by decreasing the interest rates by 10 percent from the market 
rates at October 31, 2009 would have been approximately 

$71 million. The net loss from decreasing the interest rates by 
10 percent at October 31, 2008 would have been approximately 
$87 million. 
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Foreign Currency Risk 

In the Equipment Operations, it is the company’s practice to 
hedge significant currency exposures. Worldwide foreign 
currency exposures are reviewed quarterly. Based on the 
Equipment Operations’ anticipated and committed foreign 
currency cash inflows, outflows and hedging policy for the 
next twelve months, the company estimates that a hypothetical 
10 percent weakening of the U.S. dollar relative to other 
currencies through 2010 would decrease the 2010 expected 
net cash inflows by $20 million. At last year end, a hypothetical 
10 percent weakening of the U.S. dollar under similar assump- 
tions and calculations indicated a potential $31 million adverse 
effect on the 2009 net cash inflows. 

In the Financial Services operations, the company’s 
policy is to hedge the foreign currency risk if the currency of 
the borrowings does not match the currency of the receivable 
portfolio. As a result, a hypothetical 10 percent adverse change 
in the value of the U.S. dollar relative to all other foreign 
currencies would not have a material effect on the Financial 
Services cash flows. 


MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING 


The management of Deere & Company is responsible for 
establishing and maintaining adequate internal control over 
financial reporting. Deere & Company’s internal control system 
was designed to provide reasonable assurance regarding the 
preparation and fair presentation of published financial statements 
in accordance with generally accepted accounting principles. 

All internal control systems, no matter how well designed, 
have inherent limitations. Therefore, even those systems 
determined to be effective can provide only reasonable assurance 
with respect to financial statement preparation and presentation 
in accordance with generally accepted accounting principles. 

Management assessed the effectiveness of the company’s 
internal control over financial reporting as of October 31, 2009, 
using the criteria set forth in Internal Control — Integrated 
Framework issued by the Committee of Sponsoring Organizations 
of the Treadway Commission. Based on that assessment, 
management believes that, as of October 31, 2009, the company’s 
internal control over financial reporting was effective. 

The company’s independent registered public accounting 
firm has issued an audit report on the effectiveness of the 
company’s internal control over financial reporting. This report 
appears below. 





December 17, 2009 


REPORT OF INDEPENDENT 
REGISTERED PUBLIC ACCOUNTING FIRM 


Deere & Company: 
We have audited the accompanying consolidated balance sheets 
of Deere & Company and subsidiaries (the “Company”) as of 
October 31, 2009 and 2008, and the related statements of 
consolidated income, changes in consolidated stockholders’ 
equity, and consolidated cash flows for each of the three years 
in the period ended October 31, 2009. We also have audited 
the Company’s internal control over financial reporting as of 
October 31, 2009, based on criteria established in Internal 
Control - Integrated Framework issued by the Committee of 
Sponsoring Organizations of the Treadway Commission. 
The Company’s management is responsible for these financial 
statements, for maintaining effective internal control over 
financial reporting, and for its assessment of the effectiveness 
of internal control over financial reporting, included in the 
accompanying Management’s Report on Internal Control Over 
Financial Reporting. Our responsibility is to express an opinion 
on these financial statements and an opinion on the Company’s 
internal control over financial reporting based on our audits. 
We conducted our audits in accordance with the 
standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether 
the financial statements are free of material misstatement and 
whether effective internal control over financial reporting was 
maintained in all material respects. Our audits of the financial 
statements included examining, on a test basis, evidence 
supporting the amounts and disclosures i in the financial state- 
ments, assessing the accounting principles used and significant 
estimates made by management, and evaluating the overall 
financial statement presentation. Our audit of internal control 
over financial reporting included obtaining an understanding 
of internal control over financial reporting, assessing the risk 
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that a material weakness exists, and testing and evaluating the 
design and operating effectiveness of internal control based on 
the assessed risk. Our audits also included performing such other 
procedures as we considered necessary in the circumstances. 

We believe that our audits provide a reasonable basis for our 
opinions. 

A company’s internal control over financial reporting is a 
process designed by, or under the supervision of, the company’s 
principal executive and principal financial officers, or persons 
performing similar functions, and effected by the company’s 
board of directors, management, and other personnel to provide 
reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external 
purposes in accordance with generally accepted accounting 
principles. A company’s internal control over financial reporting 
includes those policies and procedures that (1) pertain to the 
maintenance of records that, in reasonable detail, accurately and 
fairly reflect the transactions and dispositions of the assets of the 
company; (2) provide reasonable assurance that transactions are 
recorded as necessary to permit preparation of financial statements 
in accordance with generally accepted accounting principles, 
and that receipts and expenditures of the company are being 
made only in accordance with authorizations of management and 
directors of the company; and (3) provide reasonable assurance 
regarding prevention or timely detection of unauthorized 
acquisition, use, or disposition of the company’s assets that 
could have a material effect on the financial statements. 

Because of the inherent limitations of internal control 
over financial reporting, including the possibility of collusion or 
improper management override of controls, material misstatements 
due to error or fraud may not be prevented or detected on a 
timely basis. Also, projections of any evaluation of the effective- 
ness of the internal control over financial reporting to future 
periods are subject to the risk that the controls may become 
inadequate because of changes in conditions, or that the degree 
of compliance with the policies or procedures may deteriorate. 

In our opinion, the consolidated financial statements 
referred to above present fairly, in all material respects, the 
financial position of the Company as of October 31, 2009 and 
2008, and the results of their operations and their cash flows for 
each of the three years in the period ended October 31, 2009, 
in conformity with accounting principles generally accepted in 
the United States of America. Also in our opinion, the Company 
maintained in all material respects, effective internal control 
over financial reporting as of October 31, 2009, based on the 
criteria established in Internal Control — Integrated Framework 
issued by the Committee of Sponsoring Organizations of the 
Treadway Commission. 

As discussed in Note 7 to the consolidated financial 
statements, the Company adopted Financial Accounting 
Standards Board (“FASB”) Accounting Standards Codification 
715, Compensation-Retirement Benefits (FASB Statement 
No. 158, Employers’ Accounting for Defined Benefit Pension 
and Other Postretirement Plans — an amendment of FASB 
Statements No. 87, 88, 106, and 132(R)), which changed its 
method of accounting for pension and other postretirement 
benefits as of October 31, 2007. 


Deloitte & Touche LLP 
Chicago, Illinois 
December 17, 2009 


DEERE & COMPANY 

STATEMENT OF CONSOLIDATED INCOME 

For the Years Ended October 31, 2009, 2008 and 2007 
(In millions of dollars and shares except per share amounts) 












2009 

Net Sales and Revenues 
INGE SACS scscacachsacetcarncaceciacnsanaeceanesat acai sanatcatdsanacanasnaesiaantietacatacaetcaaisanaaue isatassaataciesianiaestacahenatuiaeaneeneraane $20,756. 
FInaNGS: ANG! IMETESTINGOMNE ss csestextses:cadeeadvedczescersnsexateesannsicunndcee ot oe deandeeendaanietcke ae nenbeerndemeetiexts 1,842.1 
CUEMME Te INCOM cctascssctat scoiteaneacan ast agsaaneasnanaaguagsseeaquniasas ssvaqesaadaeseesta jaaertantqamnenrabesanesiaaseese sna ndiamasernianneacneneets 514.2 

WOU aexde ce sczuzeccnsncute sexs ucutesaesacgcezcrssti se asscnustnavsctescu lea cetucaten stn tvegui h tecrste Peashtatetia se eaaetaus:etcued acetate 23,112.4 
Costs and Expenses 
GOST ON SOS carts ze ac atv ace ts tas ects at ran car nse es cau sees cus oes ces ut oe macs ous rae tana as dain se fu dee cet cae ieGactene deuaaseeeant 16,255.2 
Research and development OxPENSeS.....::..:.sacsssscsescssessaescetasseesesvsvseascvsacsncnnsussoececueatupsurveaseseasdeaddseavetaedbandene 977.0 
Selling, administrative and general expenses .... 2,780.6 
IMLGREST: OXDGTSG sais. ican dhvncsn vases avccns devndtasmcawadeshansnndeihacanadfesncienatles ua ci diamadevasiraacevuwtesecavanpeaeesdaatacunedesbudeian seis 1,042.4 
Other operating expenses 174 

21,772.6 

Income of Consolidated Group before Income TaXe ..................ccccccccecseeeseetstessessseneereseseeeeees 1,339.8 
PFOVISION TOF: INCOME TAXES) sis esi ccssisoasteauistsneans ier atennmeriret aie nei gai naadinta aa laaine 460.0 
Income Of Consolidated Group.............0....cccccccccecscseeeecstecsssssssstecssssssssecstssssesseeesrssesesateenasesesees 879.8 
Equity in income (loss) of UNCONSOlidated AffIIALES ..... cc ccseeeeecstsesesessetecscesseseetstsssssssessreseseeseessneseseees (6.3) 
ING TLIO sss sdssstecvices ries ctaesesccaseacsoancs whcestens eden peean deena ten dedeevis Geeoviies doen nts $ 873.5 
Per Share Data 
Net inCOME - DASIC occ. ccscscsccsesesesesescscscssesssessscsesesesesvssscsssssessssesscscecevevevscseestetesisivetivivevevevstenenenenes $ 2.07 
Net income - diluted $ 2.06 
Dividends CeClared ....c.cecccccccccscscscsscsesesesescscscscecscsssscsesesescsvsvsvscssesessesessuscscscsvevsvsssestesesesesivicivevevevseeeeenenes $ 1.12 
Average Shares Outstanding 
Bea SIG sae statis tania sunta inaieiastiattecdsadtaicicatedeiainaatescitctcisicapia sna cersa odamadk cuss nuts ugutacamudeareetanieetesrieteneestaa te 422.8 
PUTED 225s evcetecacs ciateescaieitas ceteolebtattecdesteitea ine cit dpuas Midori hc iabetaclebesaadld caueettt avevtaltine Mba tonsacnald heeetsact Oba’ 424.4 


The notes to consolidated financial statements are an integral part of this statement. 
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2008 


$25,803.5 


$ 


AHA SF 


2,068.4 
565.7 


28,437.6 


19,574.8 
943.1 
2,960.2 
1,137.0 
698.7 


25,313.8 


3,123.8 


1,111.2 


2,012.6 


40.2 


2,052.8 


4.76 
4.70 
1.06 


431.1 
436.3 


2007 


$ 21,4891 
2,054.8 
538.3 


24,082.2 


16,252.8 
816.8 
2,620.8 
1,151.2 
565.1 


~21,406.7 


2,675.5 


883.0 


1,792.5 


29.2 


$ 1,821.7 


4.05 
4.00 
91 


AAS 


449.3 
455.0 


DEERE & COMPANY 


CONSOLIDATED BALANCE SHEET 
As of October 31, 2009 and 2008 
(In millions of dollars except per share amounts) 
























2009 
ASSETS 
Cashiand Gash CqUIVAIOMS: cin: sssicceccssacesscesssesssscsstesiacarstueiesnsatendeasaateniaegs ianadecaatescieassacsedsscaaissdessncissbdccaateded sanasssteen $ 4,651.7 
Marketable Securities: ciisarnisisntenttarientanemimnniara inn din maninananmammen Ait aNAmNTeRAIE 192.0 
Receivables from unconsolidated affiliates 38.4 
Trade accounts and notes receivable - net 2,616.9 
Financing receivables - net... 15,254.7 
Restricted financing receivables - net..........08 3,108.4 
Other reCe@iVAbIeS oo... ceccseeecsecscseteesecssseeaesees 864.5 
Equipment on operating leases - net... 1,733.3 
NVENLOLIOS woe cecccecccsecsccsesssesecseessesereevees 2,397.3 
Property and equipment - net 4,532.2 
nvestments in unconsolidated affiliates............ 212.8 
GOOUWI esi cecsncii cack. cid hatexelt odes ads tesuentseest nadlacucat ers eanatied usauates seasuas deat siasieutteasaputlscsaseaieuttesaguausuels sipeismuassevesansentinaerd 1,036.5 
Other Intangible:aSSets = Nt sscsesctes. ees cc exieesiccaes Sons doeadeuectns senedeaaderam eters a sthaeencesa deer ace desedoeseeanans ine edtyaeeeaeh 136.3 
Retirement benefits 94.4 
VSTEMMEGIMCOME TAXCS cid: fsiekcids diced ash docs dagseeuccud dee scctdh doe accunndgescctundhesccuny dev scatdh deuscatnndevdat dade deeaeendeeeencaacee 2,804.8 
OMMENGCASSC1S sss cacesczctcadecizetcancsacztcancsisezcagetczedcage€ seezcaacitaidcagatectacaasibesiacagen se 4acaaa ec iasaant cc otadeiscatasesaieanatenaieanaiseds aces 1,458.4 
00) ) $ 41,132.6 
LIABILITIES AND STOCKHOLDERS’ EQUITY 
LIABILITIES 
SMOMT=TS NIM DORLOWINGSS ees ccs occss ds ciedcancexesacacicehadeucassasdeedaasstsaesacesdeveactet ses utesden patei Gis sani seh taka ade hana deka ened $ 7,158.9 
Payables 10: UMCOnSOlidated AALS: s, ccsccwsyewSees sense cen cnauesea hsantaaaalseetnedsaSactaaveavicusnt teaeubeadsveeeovedanavdimaneaseaureleac eels 55.0 
Accounts payable and accrued OXP@MseS........c:csecssssssssessssssessssssssscarsescscsssasscaesesssesesaessseatessasssecasessenesanssansesarensess 5,371.4 
Deferred INCOME taXCS.........ccccccccesscsesscsessssesscsssessesscseessees 167.3 
Long-term borrowings 17,391.7 
Retirement benefits and other liabilities 6,169.6 
TOCA MADD INITGS csc aca sfc ces ca Secexes ca tete’s cates cedacatcne wean atvac vases saciashavansdasssvanatssatis Peaashadetesagh estes weaveaencaneteadless & 36,313.9 
Commitments and contingencies (Note 22) 
STOCKHOLDERS’ EQUITY 
Common stock, $1 par value (authorized — 1,200,000,000 shares; 
issued — 536,431,204 shares in 2009 and 2008), at paid-in AMOUNL A... ccceeececeeseeseeecssssssseesrssesseseseeees 2,996.2 
Common stock in treasury, 113,188,823 shares in 2009 and 114,134,933 shares in 2008, at cost (5,564.7) 
Retained CarnindS......ccccccccsssscscscsssssssssececsssssssssecscsvssssssseecscesessesecssssecesseuessscessseesssscesssstsssecesesereees 10,980.5 
Accumulated other comprehensive income (loss): 
Retirement benetitS AdjUStMONt. <.ic:s::<sccesascess spasesessssazcessaevsesecesenscansessassencessasissuaiassersesd essaseseassaiscsaesasazcedsaanessties (3,955.0) 
Cumulative translation adjustment 400.2 
Unrealized loss on derivatives .....ccccecceeee (44.1) 
Unrealized gain (loss) on investments 5.6 
Accumulated other comprehensive inCOME (lOSS).....c.ccccccsscscseseseeecscscssscsssssecssscsssesececscessssesstscssessesssseseseteees (3,593.3) 
Total stockholders’ GqUILY :2.ci.ccAinsitinasitissnitneniavenraviadiaisiietiuniciarindminiadaiardn 4,818.7 
Total Liabilities and Stockholders’ Equity ........0.0...0..0cccccccccccccccsssseecsssssesssesscscssssssssecssssesssseesseseseeeeeees $ 41,132.6 


The notes to consolidated financial statements are an integral part of this statement. 
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$ 8,520.5 
169.2 
6,393.6 
171.8 
13,898.5 
3,048.3 


_ 222019 


2,934.0 
(5,594.6) 
10,580.6 


(1,418.4) 
73.4 
(40.1) 
(2.2) 


(1,387.3) 
6,532.7 


$ 38,734.6 


DEERE & COMPANY 


STATEMENT OF CONSOLIDATED CASH FLOWS 
For the Years Ended October 31, 2009, 2008 and 2007 
(In millions of dollars) 



























































2009 2008 2007 
Cash Flows from Operating Activities 
INGHINGOMMG: xagacctete atiticetsageeietencieazessecesctiaa cheats iascasnoataeencanisaieriasdtavaniesnisasasean taneiaghleatsuaniesatdiacustenaaunensa $ 873.5 $ 2,052.8 $ 1,821.7 
Adjustments to reconcile net income to net cash provided by operating activities: 
PrOVISIONTOMAOUDIMUNTECOINADIGS ike siete tesestscs: cesuiassnateviioudsdstsuned ats cseens cist avendeaaaibetergansinedissieis enact 231.8 95.4 71.0 
Provision for depreciation and amortization... 873.3 831.0 144.4 
Goodwill impairment Charge... 289.2 
Share-based Compensation EXPENSE ......cccccecececseeees 70.5 70.6 82.0 
Undistributed earnings of unconsolidated affiliates 7.0 (18.7) (17.1) 
Provision (Credit) for deferred inCOME taX€S ........ccccsecsscscscssssssseecscscssssssstssssssssssecssssesssseevsvesssssseseesseces 171.6 89.7 (4.2) 
Changes in assets and liabilities: 
Trade, notes and financing receivables related to sales 481.8 (428.4) 131.1 
IVONTORIGS: sic¢:scsadsssatesseaus cagessesneaessenspracteaetasacseattaaxeeeets 452.5 (1,195.4) (357.2) 
Accounts payable and accrued @XPeNnseS.......:ccccccsceseesecscsssssssssscscsssssssssecsssssssseesssssesessesstssesesesseseeees (1,168.3) 702.1 418.6 
Accrued income taxes payable /reCeivable .i...ccisccsesissciesestessisscevestsadectscdessdsnecvasatecsseecdveceninervinsabeedees (234.2) 92.8 10.5 
Retirement benefits (27.9) (133.2) (163.2) 
UNG FisexivcsdesdaasheFcesivavargaviesuesdavesSthantvenhissuluhs tt seastiestanseigsoesacanicelawecrbaees sigt cetans iam ania mePAN eae (36.0) (209.7) 21.8 
Net cash provided by operating ACtiVItICS........ccccccccsseseecsesssesssecstscssssssststssssssssersssssssenestasesetess 1,984.8 1,949.0 2,159.4 
Cash Flows from Investing Activities 
IC ONECTIONS:OFTECOWAIIOS sees ceccescertt cent cerecaet fe sccith ceasdenns feaseeie nse sata edaen aga cede eee eect 11,252.0 12,608.8 10,335.3 
Proceeds from sales of finaNCing reCEIVADIES ........c.ccccceeseseecscscsssssesscstsvscsesssetscscsssesessscessssesssesesesssesseseeses 12.2 45,2 141.4 
Proceeds from maturities and sales of marketable SCCUTItIES oo. c ccc cc cece ceeceecscecsecsucsesseseuseeseeesusineeneensa 825.1 1,738.5 2,458.5 
Proceeds from sales of equipment on operating leases 477.3 465.7 355.2 
Proceeds from sales of businesses, net Of CASN SOMd ccc ccc cece cecsscsecsecsscseseessucsuseessssususrssnsensedes 42.0 77.2 
Costiof FECEIVADIES ACCUIED ..:.::cscscesssessccesesseassesssseasesvensesssvasssececunsssatasiesnsecassessienscecsessssicuieanstersdusesndbassdees (11,234.2) (13,304.4) (11,388.3) 
Purchases of marketable securities (29.5) (1,141.4) (2,251.6) 
Purchases Of property ANd CQUIDMENTE .......c.ccccssecesccscsesssesetscscscseseseestevscsssssesesssesessesssssasesstsesesavesetsesesavanes (906.7) (1,112.3) (1,022.5) 
Cost of equipment on operating leases acquired (401.4) (495.9) (461.7) 
Acquisitions of businesses, net of cash acquired... (49.8 (252.3) (189.3) 
Olle Geen ere eer ee ete ere trea eet eee haere mete ere (2.0 (19.9) 12.5 
Netcast used for inVESTING ACtIVILIES: sssciescesccvsevsccvsriee cavers ceeedn cine Awndrnnnitniadensntinds (57.0 (1,426.0) (1,933.3) 
Cash Flows from Financing Activities 
Increase (decrease) in Short-term DOrrOWINGS .....c.cccccccseseescecsssesssesenscssssssssecsvsssssssescscesessesescesessseesesesees (1,384.8 (413.0) 99.4 
Proceeds: Tron lOng=terim:DOMOWINGS :.c::sccessessasvieceveeir deazedierdasnacvrcearaeananer sentient as tveeena dea ceaaeceneers 6,282.8 6,320.2 4,283.9 
Payments of long-term DOrrOWINGS ........:.cccescscsssssssssescssssscssessscssscsscescesssscassseesevsssesseesecesscasaseesevevesasessesanes (3,830.3 (4,585.4) (3,136.5) 
Proceeds from issuance of common stock 16.5 108.9 285.7 
(3.2 (1,677.6) (1,517.8) 
(473.4 (448.1) (386.7) 
4.6 72.5 102.2 
(141.9) (26.0) (11.2) 
470.3 (648.5) (281.0) 
42.2 58.3 46.0 
Net Increase (Decrease) in Cash and Cash Equivalent .........0.0.0.0.0ccccccceeeeeecee este esteteeeeeeeeesnees 2,440.3 (67.2) 591.1 
Cash and Cash Equivalents at Beginning Of Year.................ccccccceceeecscscssssestsrsssssesserssssessees 2,211.4 2,278.6 1,687.5 
Cash and Cash Equivalents at End of Year......0.0..0.0.cccccccccccccscssescsceseseeteseststesescsseseacesssssnsesststeseees $ 4,651.7 $ 2,211.4 $ 2,278.6 








The notes to consolidated financial statements are an integral part of this statement. 
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DEERE & COMPANY 


STATEMENT OF CHANGES IN CONSOLIDATED STOCKHOLDERS’ EQUITY 
For the Years Ended October 31, 2007, 2008 and 2009 
(In millions of dollars) 








Total Common 
Equity Stock 
Balance October 31, 2006 «0.0.0.0... $ 7,491.2 $ 2,203.5 
Comprehensive income 
NU INCOME s.,cccccecsscsccvsscssscccansercesassgsnceomnspeneczmns 1,821.7 
Other comprehensive income (loss) 
Minimum pension liability adjustment.............. 65.8 
Cumulative translation adjustment ............008 329.1 
Unrealized loss on derivatives ......ccccceeee (14.4) 
Unrealized loss on inveStMent ......cccccccceeees (1.0) 
Total comprehensive income........................ 2,201.2 
Repurchases Of COMMON SHOCK ......cccceseeeeeeeeeees (1,517.8) 
TreaSUry SHAPES FEISSUCA ......cceeeessecsteesessseeeeeteees 175.8 
Dividends declared... ss (408.4) 
Stock options and other 305.1 305.3 
Adjustment to adopt FASB ASC 715 
(FASB Statement No. 158), net Of tax... (1,091.3) 
Transfer for two-for-one stock split 
effective November 26, 2007 w...cccccccec cece 268.2 
Balance October 31, 2007 .............0...ccccees 7,155.8 2,177.0 
Comprehensive income 
Ne@t INCOME woe ccc ccc ccs ecsecscsscseereerners 2,052.8 
Other comprehensive income (loss) 
Retirement benefits adjustment... (305.3) 
Cumulative translation adjustment ............00 (406.0) 
Unrealized loss On derivatives ......cccccseeees (32.5) 
Unrealized loss on inveStMent ......ccccceeeeee (6.0) 
Total comprehensive income....................... 1,303.0 
Adjustment to adopt FASB ASC 740 
(FASB Interpretation No. 48) (48.0) 
Repurchases of common stock (1,677.6) 
Treasury shares reisSued ............. a 98.4 
Dividends declared ........cccccee ae (455.9) 
Stock options and other............ 157.0 157.0 
Balance October 31, 2008 .....................cee 6,532.7 2,934.0 
Comprehensive income 
NGUINGOMG sade eidnA eased 873.5 
Other comprehensive income (loss) 
Retirement benefits adjustment ..........ccce (2,536.6) 
Cumulative translation adjustment ...........006 326.8 
Unrealized loss On derivatives 0... (4.0) 
Unrealized gain On inVeStMENtS........cccceceecee 78 
Total comprehensive income........................ (1,332.5) 


Repurchases of common stock 
Treasury shares reisSued ...........0. 
Dividends declared ..........00 
Stock options and other............ = : 62.2 


Balance October 31, 2009 .............0...ccce $ 2,996.2 





The notes to consolidated financial statements are an integral part of this statement. 


26 


Treasury 
Stock 


$ (2,673.4) 


(1,517.8) 
175.8 


(4,015.4) 


(1,677.6) 
98.4 


(5,594.6) 


(3.2) 
334 


$ (5,564.7) 


Retained 
Earnings 


$ 7,886.8 


1,821.7 


(48.0) 


(455.9) 
10,580.6 


873.5 


(473.6) 


$ 10,980.5 


Accumulated 
Other 
Comprehensive 
Income (Loss) 


(1,387.3) 


(2,536.6) 
326.8 
(4.0) 

78 


$ (3,593.3) 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. ORGANIZATION AND CONSOLIDATION 


Structure of Operations 
Certain information in the notes and related commentary are 
presented in a format which includes data grouped as follows: 

Equipment Operations — Includes the company’s 
agriculture and turf operations and construction and forestry 
operations with Financial Services reflected on the equity basis. 

Financial Services — Includes the company’s credit and 
certain miscellaneous service operations. 

Consolidated — Represents the consolidation of the 
Equipment Operations and Financial Services. References to 
“Deere & Company” or “the company” refer to the entire 
enterprise. 

Principles of Consolidation 

The consolidated financial statements represent primarily the 
consolidation of all companies in which Deere & Company 
has a controlling interest. Certain variable interest entities 
(VIEs) are consolidated since the company is the primary 
beneficiary. Deere & Company records its investment in each 
unconsolidated affiliated company (generally 20 to 50 percent 
ownership) at its related equity in the net assets of such affiliate 
(see Note 10). Other investments (less than 20 percent owner- 
ship) are recorded at cost. 

Variable Interest Entities 

The company is the primary beneficiary of and consolidates a 
supplier that is a VIE. The company would absorb more than a 
majority of the VIE’s expected losses based on a cost sharing 
supply contract. No additional support beyond what was 
previously contractually required has been provided during 
2009. The VIE produces blended fertilizer and other lawn care 
products for the agriculture and turf segment. The assets of the 
VIE that were consolidated at October 31, 2009, less the 
intercompany receivables of $32 million eliminated in consoli- 
dation, totaled $44 million and consisted of $36 million of 
inventory, $5 million of property and equipment and $3 million 
of other assets. The liabilities of the VIE totaled $82 million 
and consisted of $59 million of accounts payable and accrued 
expenses and $23 million of short-term borrowings. The VIE 
is financed through its own accounts payable and short-term 
borrowings. The assets of the VIE can only be used to settle the 
obligations of the VIE. The creditors of the VIE do not have 
recourse to the general credit of the company. 

The company is the primary beneficiary of and consolidates 
certain wind energy entities that are VIEs, which invest in wind 
farms that own and operate turbines to generate electrical energy. 
Although the company owns less than a majority of the equity 
voting rights, it owns most of the financial rights that would 
absorb the VIEs’ expected losses or returns. No additional 
support to the VIEs beyond what was previously contractually 
required has been provided during 2009. The assets of the VIEs 
that were consolidated at October 31, 2009 totaled $174 million 
and consisted of $32 million of receivables, $141 million of 
property and equipment and $1 million of other assets. 

The liabilities of the VIEs, less the intercompany borrowings of 
$55 million eliminated in consolidation, totaled $6 million and 
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consisted primarily of accounts payable and accrued expenses. 
The VIEs are financed primarily through intercompany 
borrowings and equity. The VIEs’ assets are pledged as security 
interests for the intercompany borrowings. The remaining 
creditors of the VIEs do not have recourse to the general credit 
of the company. 

See Note 13 for VIEs related to securitization of financing 
receivables. 


2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


The following are significant accounting policies in addition 

to those included in other notes to the consolidated financial 
statements. 

Use of Estimates in Financial Statements 

The preparation of financial statements in conformity with 
accounting principles generally accepted in the U.S. requires 
management to make estimates and assumptions that affect the 
reported amounts and related disclosures. Actual results could 
differ from those estimates. 

Revenue Recognition 

Sales of equipment and service parts are recorded when the sales 
price is determinable and the risks and rewards of ownership are 
transferred to independent parties based on the sales agreements 
in effect. In the U.S. and most international locations, this 
transfer occurs primarily when goods are shipped. In Canada and 
some other international locations, certain goods are shipped to 
dealers on a consignment basis under which the risks and rewards 
of ownership are not transferred to the dealer. Accordingly, in 
these locations, sales are not recorded until a retail customer has 
purchased the goods. In all cases, when a sale is recorded by the 
company, no significant uncertainty exists surrounding the 
purchaser’s obligation to pay. No right of return exists on sales 
of equipment. Service parts returns are estimable and accrued at 
the time a sale is recognized. The company makes appropriate 
provisions based on experience for costs such as doubtful 
receivables, sales incentives and product warranty. 

Financing revenue is recorded over the lives of related 
receivables using the interest method. Deferred costs on the 
origination of financing receivables are recognized as a reduction 
in finance revenue over the expected lives of the receivables 
using the interest method. Income and deferred costs on the 
origination of operating leases are recognized on a straight-line 
basis over the scheduled lease terms in finance revenue. 

Sales Incentives 

At the time a sale is recognized, the company records an 
estimate of the future sales incentive costs for allowances 
and financing programs that will be due when a dealer sells 
the equipment to a retail customer. The estimate is based on 
historical data, announced incentive programs, field inventory 
levels and settlement volumes. 

Product Warranties 

At the time a sale is recognized, the company records the 
estimated future warranty costs. These costs are usually 
estimated based on historical warranty claims (see Note 22). 





Sales Taxes 

The company collects and remits taxes assessed by different 
governmental authorities that are both imposed on and 
concurrent with revenue producing transactions between the 
company and its customers. These taxes may include sales, use, 
value-added and some excise taxes. The company reports the 
collection of these taxes on a net basis (excluded from revenues). 
Securitization of Receivables 

Certain financing receivables are periodically transferred to 
special purpose entities (SPEs) in securitization transactions 

(see Note 13). These securitizations qualify as collateral for 
secured borrowings and no gains or losses are recognized at the 
time of securitization. The receivables remain on the balance 
sheet and are classified as “Restricted financing receivables - net.” 
The company recognizes finance income over the lives of these 
receivables using the interest method. 

Shipping and Handling Costs 

Shipping and handling costs related to the sales of the company’s 
equipment are included in cost of sales. 

Advertising Costs 

Advertising costs are charged to expense as incurred. This expense 
was $175 million in 2009, $188 million in 2008 and $169 million 
in 2007. 

Depreciation and Amortization 

Property and equipment, capitalized software and other 
intangible assets are depreciated over their estimated useful 
lives generally using the straight-line method. Equipment on 
operating leases is depreciated over the terms of the leases using 
the straight-line method. Property and equipment expenditures 
for new and revised products, increased capacity and the 
replacement or major renewal of significant items are capitalized. 
Expenditures for maintenance, repairs and minor renewals are 
generally charged to expense as incurred. 

Receivables and Allowances 

All financing and trade receivables are reported on the balance 
sheet at outstanding principal adjusted for any charge-offs, 

the allowance for credit losses and doubtful accounts, and any 
deferred fees or costs on originated financing receivables. 
Allowances for credit losses and doubtful accounts are main- 
tained in amounts considered to be appropriate in relation to 
the receivables outstanding based on collection experience, 
economic conditions and credit risk quality. 

Impairment of Long-Lived Assets, Goodwill and 

Other Intangible Assets 

The company evaluates the carrying value of long-lived assets 
(including property and equipment, goodwill and other 
intangible assets) when events and circumstances warrant such 

a review. Goodwill and intangible assets with indefinite lives 
are also tested for impairment annually at the end of the third 
fiscal quarter each year. Goodwill is allocated and reviewed 

for impairment by reporting units, which consist primarily 

of the operating segments and certain other reporting units. 
The goodwill is allocated to the reporting unit in which the 
business that created the goodwill resides. To test for goodwill 
impairment, the carrying value of each reporting unit is 
compared with its fair value. If the carrying value of the 
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goodwill or long-lived asset is considered impaired, a loss is 
recognized based on the amount by which the carrying value 
exceeds the fair value of the asset. 

Derivative Financial Instruments 

It is the company’s policy that derivative transactions are 
executed only to manage exposures arising in the normal course 
of business and not for the purpose of creating speculative 
positions or trading. The company’s credit operations manage 
the relationship of the types and amounts of their funding sources 
to their receivable and lease portfolio in an effort to diminish 
risk due to interest rate and foreign currency fluctuations, while 
responding to favorable financing opportunities. The company 
also has foreign currency exposures at some of its foreign and 
domestic operations related to buying, selling and financing in 
currencies other than the local currencies. 

All derivatives are recorded at fair value on the balance 
sheet. Cash collateral received or paid is not offset against the 
derivative fair values on the balance sheet. Each derivative is 
designated as either a cash flow hedge, a fair value hedge, or 
remains undesignated. Changes in the fair value of derivatives 
that are designated and effective as cash flow hedges are recorded 
in other comprehensive income and reclassified to the income 
statement when the effects of the item being hedged are 
recognized in the income statement. Changes in the fair value of 
derivatives that are designated and effective as fair value hedges 
are recognized currently in net income. These changes are offset 
in net income to the extent the hedge was effective by fair value 
changes related to the risk being hedged on the hedged item. 
Changes in the fair value of undesignated hedges are recognized 
currently in the income statement. All ineffective changes in 
derivative fair values are recognized currently in net income. 

All designated hedges are formally documented as to the 
relationship with the hedged item as well as the risk-management 
strategy. Both at inception and on an ongoing basis the hedging 
instrument is assessed as to its effectiveness, when applicable. 

If and when a derivative is determined not to be highly effective 
as a hedge, or the underlying hedged transaction is no longer 
likely to occur, or the derivative is terminated, the hedge 
accounting discussed above is discontinued (see Note 27). 
Foreign Currency Translation 

The functional currencies for most of the company’s foreign 
operations are their respective local currencies. The assets and 
liabilities of these operations are translated into U.S. dollars at 
the end of the period exchange rates. The revenues and 
expenses are translated at weighted-average rates for the period. 
The gains or losses from these translations are recorded in 
other comprehensive income. Gains or losses from transactions 
denominated in a currency other than the functional currency 
of the subsidiary involved and foreign exchange forward 
contracts and options are included in net income. The total 
foreign exchange pretax net losses for 2009, 2008 and 2007 
were $68 million, $13 million and $28 million, respectively. 
Subsequent Events 

Subsequent events have been evaluated through December 17, 
2009, which is the date these financial statements were issued 
on Form 10-K with the SEC (see Note 30). 


3. NEW ACCOUNTING STANDARDS 


New Accounting Standards Adopted 

In 2009, the company adopted Accounting Standards Update 
(ASU) No. 2009-01, Statement of Financial Accounting 
Standards No. 168 — The Financial Accounting Standards Board 
(FASB) Accounting Standards Codification (ASC) and the 
Hierarchy of Generally Accepted Accounting Principles (GAAP). 
This ASU includes FASB Statement No. 168 in its entirety. 
The ASU establishes the FASB ASC as the source of authorita- 
tive accounting principles recognized by the FASB. Rules and 
interpretive releases of the SEC under federal securities laws 

are also sources of authoritative GAAP for SEC registrants. 

All guidance contained in the ASC carries an equal level of 
authority. Following this ASU, the FASB will issue only ASUs 
to update the ASC. The adoption did not have a material effect 
on the company’s consolidated financial statements. 

The following standards were also adopted in 2009 and 
they also did not have a material effect on the company’s 
consolidated financial statements. 

In the first quarter of 2009, the company adopted 
FASB ASC 820, Fair Value Measurements and Disclosures 
(FASB Statement No. 157, Fair Value Measurements), for 
financial assets and liabilities recognized or disclosed at fair 
value (see Note 26). ASC 820 defines fair value and expands 
disclosures about fair value measurements. These definitions 
apply to other accounting standards that use fair value measure- 
ments and may change the application of certain measurements 
used in current practice. For nonfinancial assets and liabilities, 
the effective date is the beginning of fiscal year 2010, except 
items that are recognized or disclosed at fair value on a recurring 
basis. The adoption for these assets and liabilities will not have 
a material effect on the company’s consolidated financial 
statements. 

In the first quarter of 2009, the company adopted FASB 
ASC 825, Financial Instruments (FASB Statement No. 159, 
The Fair Value Option for Financial Assets and Financial 
Liabilities). ASC 825 permits entities to measure most financial 
instruments at fair value if desired. It may be applied on a 
contract by contract basis and is irrevocable once applied to 
those contracts. The new standard may be applied at the time 
of adoption for existing eligible items, or at initial recognition 
of eligible items. After election of this option, changes in fair 
value are reported in earnings. The items measured at fair value 
must be shown separately on the balance sheet. The company 
did not change the valuation of any financial instruments at 
adoption based on this standard. The cumulative effect of 
adoption would have been reported as an adjustment to 
beginning retained earnings. 

In the first quarter of 2009, the company adopted FASB 
ASC 815, Derivatives and Hedging (FASB Statement No. 161, 
Disclosures about Derivative Instruments and Hedging 
Activities). ASC 815 increases the disclosure requirements 
for derivative instruments (see Note 27). Most disclosures are 
required on an interim and annual basis. 
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In the first quarter of 2009, the company adopted FASB 
ASC 860, Transfers and Servicing (FASB Staff Position (FSP) 
Financial Accounting Statement (FAS) 140-4 and FASB 
Interpretation (FIN) 46(R)-8, Disclosures by Public Entities 
(Enterprises) about Transfers of Financial Assets and Interests 
in Variable Interest Entities) (see Note 13). ASC 860 requires 
additional disclosure for transfers of financial assets in securitiza- 
tion transactions and an entity’s involvement with variable 
interest entities. 

In the third quarter of 2009, the company adopted FASB 
ASC 855, Subsequent Events (FASB Statement No. 165, 
Subsequent Events). ASC 855 establishes general standards 
of accounting for and disclosure of events that occur after the 
balance sheet date but before the financial statements are issued, 
or available to be issued if not widely distributed. The financial 
statements should reflect all subsequent events that provide 
additional evidence about conditions that existed at the date of 
the balance sheet. The financial statements should not reflect 
subsequent events that provide evidence about conditions that 
did not exist at the date of the balance sheet. An entity must 
disclose the date through which subsequent events have been 
evaluated, as well as whether that date is the date the financial 
statements were issued, or the date they were available to be 
issued. 

In the third quarter of 2009, the company adopted FASB 
ASC 825, Financial Instruments (FSP FAS 107-1 and 
Accounting Principles Bulletin (APB) 28-1, Interim Disclosures 
about Fair Value of Financial Instruments). ASC 825 requires 
fair value disclosures on an interim basis. Previously, this has 
been disclosed on an annual basis only. 
New Accounting Standards to be Adopted 
In December 2007, the FASB issued ASC 805, Business 
Combinations (FASB Statement No. 141 (revised 2007), 
Business Combinations) and ASC 810, Consolidation (FASB 
Statement No. 160, Noncontrolling Interests in Consolidated 
Financial Statements). ASC 805 requires an acquirer to measure 
the identifiable assets acquired, the liabilities assumed and any 
noncontrolling interest in the acquiree at their fair values on the 
acquisition date, with goodwill being the excess value over the 
net identifiable assets acquired. This standard also requires the 
fair value measurement of certain other assets and liabilities 
related to the acquisition such as contingencies and research and 
development. ASC 810 clarifies that a noncontrolling interest in 
a subsidiary should be reported as equity in the consolidated 
financial statements. Consolidated net income should include 
the net income for both the parent and the noncontrolling 
interest with disclosure of both amounts on the consolidated 
statement of income. The calculation of earnings per share will 
continue to be based on income amounts attributable to the 
parent. The effective date for both standards is the beginning 
of fiscal year 2010. The adoptions will not have material effects 
on the company’s consolidated financial statements. 


In December 2008, the FASB issued ASC 715, 
Compensation-Retirement Benefits (FSP FAS 132(R)-1, 
Employers’ Disclosures about Postretirement Benefit Plan 
Assets). ASC 715 requires additional disclosures relating to 
how investment allocation decisions are made, the major 
categories of plan assets, the inputs and valuation techniques 
used to measure the fair value of plan assets, the levels within 
the fair value hierarchy in which the measurements fall, a 
reconciliation of the beginning and ending balances for level 3 
measurements, the effect of fair value measurements using 
significant unobservable inputs on changes in plan assets for the 
period and significant concentrations of risk with plan assets. 
The effective date of this standard is the end of fiscal year 2010. 
The adoption will not have a material effect on the company’s 
consolidated financial statements. 

In June 2009, the FASB issued ASC 860, Transfers and 
Servicing (FASB Statement No. 166, Accounting for Transfers 
of Financial Assets an amendment of FASB Statement No. 140). 
ASC 860 eliminates qualifying special purpose entities from the 
consolidation guidance and clarifies the requirements for isolation 
and limitations on portions of financial assets that are eligible for 
sale accounting. It requires additional disclosures about the risks 
from continuing involvement in transferred financial assets 
accounted for as sales. The effective date is the beginning of 
fiscal year 2011. The adoption is not expected to have a material 
effect on the company’s consolidated financial statements. 

In June 2009, the FASB issued ASC 810, Consolidations 
(FASB Statement No. 167, Amendments to FASB Interpretation 
No. 46(R)). ASC 810 requires a qualitative analysis to determine 
the primary beneficiary of a VIE. The analysis identifies the 
primary beneficiary as the enterprise that has both the power to 
direct the activities of a VIE that most significantly impact the 
VIE’s economic performance and the obligation to absorb losses 
or the right to receive benefits that could be significant to the 
VIE. The standard also requires additional disclosures about an 
enterprise’s involvement in a VIE. The effective date is the 
beginning of fiscal year 2011. The company has currently not 
determined the potential effects on the consolidated financial 
statements. 


4. ACQUISITIONS 


In November 2008, the company acquired the remaining 

50 percent ownership interest in ReGen Technologies, LLC, 

a remanufacturing company located in Springfield, Missouri, 
for $42 million. The values assigned to the assets and liabilities 
related to the 50 percent acquisition were $14 million of 
inventories, $31 million of goodwill, $6 million of other assets, 
$3 million of accounts payable and accrued expenses and 

$6 million of long-term borrowings. The goodwill generated 
in the transaction was the result of future cash flows and related 
fair values of the additional acquisition exceeding the fair value 
of the identifiable assets and liabilities. The goodwill is expected 
to be deductible for tax purposes. The entity was consolidated 
and the results of these operations have been included in the 
company’s consolidated financial statements since the date of 
the acquisition. The acquisition was allocated between the 
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company’s agriculture and turf segment and the construction 
and forestry segment. The pro forma results of operations as if 
the acquisition had occurred at the beginning of the fiscal year 
would not differ significantly from the reported results. 


5. SPECIAL ITEMS 


Restructuring 
In September 2008, the company announced it would close its 
manufacturing facility in Welland, Ontario, Canada, and transfer 
production to company operations in Horicon, Wisconsin, U.S., 
and Monterrey and Saltillo, Mexico. The Welland factory 
manufactured utility vehicles and attachments for the agriculture 
and turf business. The move supports ongoing efforts aimed at 
improved efficiency and profitability. The factory discontinued 
manufacturing in the fourth quarter of 2009. 

The closure is expected to result in total expenses 
recognized in cost of sales in millions of dollars as follows: 











2008 2009 2010 Total 
Pension and other 

postretirement benefits................. $ 10 $ 27 $ 8 $ 45 

Property and equipment 
IMPAIPMENLS......eeeeseeeseetstetseneees 21 3 24 
Employee termination benefits ........... 18 f 25 
OTNer EXPENSES... cece ah ah 
MOtal ves scisvssteasiranarntceahuiieiys $ 49 $ 48 $ 8 $105 








All expenses are included in the agriculture and turf 
segment. The total pretax cash expenditures associated with this 
closure will be approximately $52 million. The annual pretax 
increase in earnings and cash flows in the future due to this 
restructuring is expected to be approximately $40 million in 
2010. Property and equipment impairment values are based 
primarily on market appraisals. 

The remaining liability for employee termination benefits 
at October 31, 2009 was $14 million, which included accrued 
benefit expenses to date of $25 million and an increase due to 
foreign currency translation of $2 million, which were partially 
offset by $13 million of benefits paid during 2009. 

Voluntary Employee Separations 

In April 2009, the company announced it was combining 

the agricultural equipment segment with the commercial and 
consumer equipment segment into the agriculture and turf 
segment effective at the beginning of the third quarter of 2009 
(see Note 28). By combining these segments, the company 
expects to achieve greater alignment and efficiency to meet 
worldwide customer needs while reducing overall costs. 

The company further expects the combination will extend 
the reach of turf management equipment, utility vehicles and 
lower horsepower equipment through the improved access to 
established global markets. Voluntary employee separations 
related to the new organizational structure resulted in pretax 
expenses of $91 million in 2009. The expenses were 
approximately 60 percent cost of sales and 40 percent selling, 
administrative and general expenses. Annual savings from the 
separation program are expected to be approximately $50 million 
to $60 million in 2010. 


Goodwill Impairment 

In the fourth quarter of 2009, the company recorded a non-cash 
charge in cost of sales for the impairment of goodwill of $289 
million pretax, or $274 million after-tax. The charge was 
associated with the company’s John Deere Landscapes reporting 
unit, which is included in the agriculture and turf operating 
segment. The key factor contributing to the goodwill impair- 
ment was a decline in the reporting unit’s forecasted financial 
performance as a result of weak economic conditions. The 
method for determining the fair value of the reporting unit to 
measure the fair value of the goodwill was a combination of 
comparable market values for similar businesses and discounted 
cash flows. 


6. CASH FLOW INFORMATION 


For purposes of the statement of consolidated cash flows, 

the company considers investments with purchased maturities 
of three months or less to be cash equivalents. Substantially all 
of the company’s short-term borrowings, excluding the current 
maturities of long-term borrowings, mature or may require 
payment within three months or less. 

The Equipment Operations sell a significant portion of 
their trade receivables to Financial Services. These intercompany 
cash flows are eliminated in the consolidated cash flows. 

All cash flows from the changes in trade accounts and notes 
receivable (see Note 12) are classified as operating activities in 
the Statement of Consolidated Cash Flows as these receivables 
arise from sales to the company’s customers. Cash flows from 
financing receivables that are related to sales to the company’s 
customers (see Note 12) are also included in operating activities. 
The remaining financing receivables are related to the financing 
of equipment sold by independent dealers and are included in 
investing activities. 

The company had the following non-cash operating and 
investing activities that were not included in the Statement of 
Consolidated Cash Flows. The company transferred inventory 
to equipment on operating leases of $320 million, $307 million 
and $269 million in 2009, 2008 and 2007, respectively. The 
company had accounts payable related to purchases of property 
and equipment of $81 million, $158 million and $100 million at 
October 31, 2009, 2008 and 2007, respectively. 

Cash payments (receipts) for interest and income taxes 
consisted of the following in millions of dollars: 























2009 2008 2007 

Interest: 

Equipment Operations oo... 388 414. $ 423 

Financial Services 878 1,001 1,005 

Intercompany eliminations... (273) (288) (294) 
Consolidated... cece $ 993 $ 1127 $ 1,134 
Income taxes: 

Equipment Operations oo... 170 667 601 

Financial Services (73) 95 196 

Intercompany eliminations............cccce 109 (50) (157) 
Consolidated..........0...0.00 cee 206 712 640 

















31 


7. PENSION AND OTHER POSTRETIREMENT BENEFITS 


The company has several defined benefit pension plans covering 
its U.S. employees and employees in certain foreign countries. 
The company has several postretirement health care and life 
insurance plans for retired employees in the U.S. and Canada. 
The company uses an October 31 measurement date for these plans. 

On October 31, 2007, the company adopted FASB ASC 
715, Compensation-Retirement Benefits (FASB Statement 
No. 158, Employers’ Accounting for Defined Benefit Pension 
and Other Postretirement Plans). ASC 715 requires retirement 
benefit liabilities or benefit assets on the balance sheet to be 
adjusted to the difference between the benefit obligations and 
the plan assets at fair value. The offset to the adjustment is 
recorded directly in stockholders’ equity net of tax. The amount 
recorded in stockholders’ equity represents the after-tax 
unamortized actuarial gains or losses and unamortized prior 
service cost (credit). ASC 715 also requires all benefit obligations 
and plan assets to be measured at fiscal year end, which the 
company presently does. Prospective application of the new 
accounting was required. 

The components of net periodic pension cost and the 
assumptions related to the cost consisted of the following in 
millions of dollars and in percents: 





























2009 2008 2007 
Pensions 
SOMMVICE COST wisstsicecteseies.cessssievtnideerienrrets $ 124 $ 159 $ 168 
INTER OSE COST: ces dcctetescnetncrepdrtcarmesesctatendates 563 514 488 
Expected return on plan assets (739) (743) (682) 
Amortization of actuarial lOSS 0... 1 48 94 
Amortization of prior service COSt...........0 25 26 27 
Early-retirement benefits 4 10 
Settlements/curtailMents.......0..c cece 27 3 4 
Net COSt........ ccc $ 5 $ 17 $ 99 
Weighted-average assumptions 
ISCOUNECALOS educative veectindneciredt anes 8.1% 6.2% 5.7% 
Rate of compensation increase... 3.9% 3.9% 3.8% 
Expected long-term rates of return... 8.3% 8.3% 8.4% 





The components of net periodic postretirement benefits 
cost and the assumptions related to the cost consisted of the 
following in millions of dollars and in percents: 























2009 2008 2007 
Health care and life insurance 
SOFVICE'COSt 5 ccdscvinccssatsssdiiacssecussaveetecastied> $ 28 $ 49 $ 69 
INt@rSt COST ....ccccsesssesescestseecscsseeeeseees 344 323 321 
Expected return on plan assets (118) (177) (156) 
Amortization of actuarial lOSS .........ccceee 65 82 215 
Amortization of prior service credit............. (12) (17) (133) 
Early-retirement benefits 1 
Settlements/curtailMent........ccccsceceeees (1) 
Net COSE......0. ccc cece cece tence $ 307 $ 260 $ 316 
Weighted-average assumptions 
DISCOUNT Ft .....ccccccseseeseeeseeeerseeesees 8.2% 6.4% 5.9% 
Expected long-term rates of return... 7.8% 7.8% 7.8% 





The above benefit plan costs in net income and other 
changes in plan assets and benefit obligations in other compre- 





The amounts recognized at October 31 in millions of 
dollars consist of the following: 















































hensive income in millions of dollars were as follows: Health Care 
Health Care ' yal 
an Pensions Life Insurance 
Pensions Life Insurance 2009 2008 2009 2008 
20092008 = 2009 ~—-2008 Amounts recognized in 
Net COStS v.ecescsscsscessessesessesseeseeseeeens $ 5 $ 17 $ 307 $ 260 balance sheet 
Retirement benefits adjustment Noncurrent aSS@t.o..cccc ccc eee $ 94 $ 1,106 
included in other comprehensive Current liability 0c (76) (38) $ (26) $ (22) 
(income) loss: Noncurrent liability... cece (1,325) (385) (4,626) (2,513) 
Net actuarial losses (gain)......... 2,087 986 2,024 (435) $(1,307) $ 683 $(4,652) $(2,535) 
Prior service cost (Credit)........... 147 4 (60) 12 ie 
Amortization of actuarial Amounts recognized in 
OSSCS .cccsssccccsssceccesssceccssseees (1) (48) (65) (82) accumulated other compre- 
Amortization of prior service hensive income — pretax 
COSt) CrOMIt ....sccscccsesesssseeee (25) (26) 12 17 Net actuarial losses .... danciuaiieeriee: $ 3,684 $ 1,625 $2,545 $ 585 
Settlements/curtailments.......... (27) (3) 1 Prior service cost (credit) 212 90 (96) (48) 
Total (gain) loss recognized OlAll riiten ies daneesectetonten $ 3,896 $ 1,715 $2,449 $ 537 
in other comprehensive es 
(INCOME) ]OSS .....ssssssssssses 2,181 913 1,912 (488) The total accumulated benefit obligations for all pension 
Total recognized in comprehensive plans at October 31, 2009 and 2008 was $9,294 million and 
(INCOME) IOSS .....seeescesestestesestesteeeee $ 2186 $ 930 $ 2,219 $ (228) 














The benefit plan obligations, funded status and the 
assumptions related to the obligations at October 31 in millions 
of dollars follow: 








Health Care 

an 
Pensions Life Insurance 
2009 2008 2009 #2008 





Change in benefit obligations 






































Beginning of year balance $ (7,145) $(8,535) $ (4,158) $(5,250) 
SEFVICE COSt ....cesseesssessseesseresees (124) (159 (28) (49) 
IMLGKEST COST iy cvs scenierecpeceteeyieinertiend (563) (514 (344) (323) 
Actuarial gain (I0SS) .....ccccecceceereees (2,248) 1,361 (2144) 1,163 
Amendments - (147) (4 60 (12) 
Benefits Ppaid........esscessesseeeceees 589 588 326 312 
Health care subsidy receipts .............. (15) (14) 
Early-retirement benefits............ (4) (10 (1) 
Settlements/curtailments 55 (1 

Foreign exchange and other (121) 129 (14) 15 
End of year Dalance ......cccccceeeee (9,708) (7,145) (6,318) (4,158) 
Change in plan assets (fair value) 

Beginning of year balance............006 7,828 10,002 1,623 2,185 
Actual return on plan assets 901 = (1,610 241 (548) 
Employer contribution ...........06 ae 233 137 125 294 
Benefits paid ......c.csscsssessceseses ue (589) (588 (326) (312) 
SettleMeNts.......c ccc (55) 

Foreign exchange and other............... 83 (113 3 4 
End of year Dalance v...ccccccceceeees 8,401 7,828 1,666 1,623 
Funded status ...............:cccceeee $(1,307) $ 683 $(4,652) $(2,535) 
Weighted-average assumptions 

DISCOUNE TALES sissssshasesctiaesteaesthesscsass 5.5% 8.1% 5.6% 8.2% 
Rate of compensation increase .......... 3.9% 3.9% 
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$6,856 million, respectively. 

The accumulated benefit obligations and fair value of plan 
assets for pension plans with accumulated benefit obligations in 
excess of plan assets were $5,567 million and $4,574 million, 
respectively, at October 31, 2009 and $767 million and $423 
million, respectively, at October 31, 2008. The projected 
benefit obligations and fair value of plan assets for pension plans 
with projected benefit obligations in excess of plan assets were 
$5,976 million and $4,575 million, respectively, at October 31, 
2009 and $873 million and $450 million, respectively, at 
October 31, 2008. 

The amounts in accumulated other comprehensive 
income that are expected to be amortized as net expense 
(income) during fiscal 2010 in millions of dollars follow: 











Health Care 

and 
Pensions Life Insurance 

Net actuarial lOSS@S vocccccccccecscseeeeeeesees $ 116 $ 335 
Prior Service COSt (Credit) 0... cesses 42 (16) 
MOAN ccsetcasestesesnsesttaerisi vances acreneatesay $ 158 $ 319 











The company expects to contribute approximately 
$256 million to its pension plans and approximately $134 million 
to its health care and life insurance plans in 2010, which include 
direct benefit payments on unfunded plans. 





The benefits expected to be paid from the benefit plans, 
which reflect expected future years of service, and the Medicare 
subsidy expected to be received are as follows in millions of dollars: 








Health Care Health Care 

and Subsidy 

Pensions Life Insurance Receipts* 
$ 706 $ 350 $ 16 
670 369 17 
680 387 18 
685 404 20 
689 421 21 
3,434 2,281 128 





* Medicare Part D subsidy. 


The annual rates of increase in the per capita cost of 
covered health care benefits (the health care cost trend rates) 
used to determine benefit obligations were based on the trends 
for medical and prescription drug claims for pre- and post-65 
age groups due to the effects of Medicare. At October 31, 2009, 
the weighted-average composite trend rates were assumed to be 
8.2 percent for 2010, 7.7 percent for 2011, 7.2 percent for 2012, 
6.7 percent for 2013, 6.2 percent for 2014, 5.8 percent for 2015, 
5.4 percent for 2016 and 5.0 percent for 2017 and all future 
years. The obligations at October 31, 2008 assumed 7.1 percent 
for 2009, 6.3 percent for 2010, 5.8 percent for 2011, 5.2 
percent for 2012 and 5.0 percent for 2013 and all future years. 
An increase of one percentage point in the assumed health care 
cost trend rate would increase the accumulated postretirement 
benefit obligations at October 31, 2009 by $752 million and 
the aggregate of service and interest cost component of net 
periodic postretirement benefits cost for the year by $39 million. 
A decrease of one percentage point would decrease the 
obligations by $629 million and the cost by $33 million. 

The discount rate assumptions used to determine the 
postretirement obligations at October 31, 2009 and 2008 were 
based on hypothetical AA yield curves represented by a series 
of annualized individual discount rates. 

The following is the percentage allocation for plan assets 
at October 31: 








Pensions Health Care 

2009 2008 2009 2008 

Equity S@CUFItICS 0... cece 38% 27% 51% 42% 
DDE SCCUTIIES  cscsisevsecasrcerarcasevieesiens 38 47 34 42 
Real @State ......cccceccssssesscesceeens 5 6 3 3 
UNMET siciecscceschelSdiesbei ls dies seaiacpeacevadste 19 20 12 13 


* The pension and health care debt securities include 11 percent and 4 percent in 
2009 and 24 percent and 7 percent in 2008, respectively, of non-fixed income 
securities that have been combined with derivatives to create fixed income exposures. 
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The primary investment objective is to maximize the 
growth of the pension and health care plan assets to meet the 
projected obligations to the beneficiaries over a long period of 
time, and to do so in a manner that is consistent with the 
company’s earnings strength and risk tolerance. The asset 
allocation policy is the most important decision in managing 
the assets and it is reviewed regularly. The asset allocation 
policy considers the company’s financial strength and long-term 
asset class risk/return expectations since the obligations are 
long-term in nature. On an on-going basis, the target allocations 
for pension assets are approximately 38 percent for equity 
securities, 37 percent for debt securities (see note in previous 
table), 6 percent for real estate and 19 percent for other. 

The target allocations for health care assets are approximately 
50 percent for equity securities, 35 percent for debt securities 
(see note in previous table), 4 percent for real estate and 

11 percent for other. The assets are well diversified and are 
managed by professional investment firms as well as by invest- 
ment professionals who are company employees. 

The expected long-term rate of return on plan assets 
reflects management’s expectations of long-term average rates 
of return on funds invested to provide for benefits included in 
the projected benefit obligations. The expected return is based 
on the outlook for inflation and for returns in multiple asset 
classes, while also considering historical returns, asset allocation 
and investment strategy. The company’s approach has empha- 
sized the long-term nature of the return estimate such that the 
retum assumption is not changed unless there are fundamental 
changes in capital markets that affect the company’s expectations 
for returns over an extended period of time (i.e., 10 to 20 years). 
The average annual return of the company’s U.S. pension fund 
was approximately 6.2 percent during the past ten years and 
approximately 9.7 percent during the past 20 years. Since return 
premuums over inflation and total returns for major asset classes 
vary widely even over ten-year periods, recent history is not 
necessarily indicative of long-term future expected returns. 
The company’s systematic methodology for determining the 
long-term rate of return for the company’s investment strategies 
supports the long-term expected return assumptions. 

The company has created certain Voluntary Employees’ 
Beneficiary Association trusts (VEBAs) for the funding of 
postretirement health care benefits. The future expected asset 
returns for these VEBAs are lower than the expected return 
on the other pension and health care plan assets due to invest- 
ment in a higher proportion of short-term liquid securities. 
These assets are in addition to the other postretirement health 
care plan assets that have been funded under Section 401(h) of 
the U.S. Internal Revenue Code and maintained in a separate 
account in the company’s pension plan trust. 

The company has defined contribution plans related to 
employee investment and savings plans primarily in the U.S. 
The company’s contributions and costs under these plans were 
$131 million in 2009, $126 million in 2008 and $114 million 
in 2007. 


8. INCOME TAXES 


The provision for income taxes by taxing jurisdiction and 
by significant component consisted of the following in millions 
of dollars: 























2009 2008 2007 
Current: 
US.: 
Federa $ 3 $ 559 $ 484 
State .. 12 60 40 
Foreign ... 273 402 354 
TOA CUITOIN cciinciviediscetsccseosescassnceveantine 288 ~=1,021 878 
Deferred: 
US.: 
Federal 246 74 (2) 
State .. 10 3 8 
Foreign... (84) 13 (1) 
Total deferred .......cccccccsesscsessseesesecsces 172 90 5 








Provision for income taxes $460 $1,111 $ 883 











Based upon location of the company’s operations, the 
consolidated income before income taxes in the U.S. in 2009, 
2008 and 2007 was $756 million, $1,730 million and $1,601 
million, respectively, and in foreign countries was $584 million, 
$1,394 million and $1,075 million, respectively. Certain foreign 
operations are branches of Deere & Company and are, there- 
fore, subject to ULS., as well as foreign income tax regulations. 
The pretax income by location and the preceding analysis of the 
income tax provision by taxing jurisdiction are, therefore, not 
directly related. 

A comparison of the statutory and effective income tax 
provision and reasons for related differences in millions of 
dollars follow: 





2009 2008 2007 





U.S. federal income tax provision 

at a statutory rate of 35 percent................ 
Increase (decrease) resulting from: 
Nondeductible goodwill impairment charge........... 
State and local income taxes, net of 

federal income tax benefit «0.0.0. 
Wind energy production tax Credits ......ccceeecee 
Research and development tax credits 
Taxes ON foreign ACTIVITIES .... cee 
Nondeductible costs and other-net 


$ 469 $1,093 $ 936 


86 


(12) 








Provision for income taxes 


$ 











At October 31, 2009, accumulated earnings in certain 
subsidiaries outside the U.S. totaled $1,348 million for which 
no provision for U.S. income taxes or foreign withholding taxes 
has been made, because it is expected that such earnings will be 
reinvested overseas indefinitely. Determination of the amount 
of unrecognized deferred tax liability on these unremitted 
earnings is not practical. 


ot 


Deferred income taxes arise because there are certain items 
that are treated differently for financial accounting than for income 
tax reporting purposes. An analysis of the deferred income tax 
assets and liabilities at October 31 in millions of dollars follows: 

















2009 2008 
Deferred Deferred Deferred Deferred 
Tax Tax Tax Tax 
Assets Liabilities | Assets Liabilities 

Other postretirement 

benefit liabilities... ue $ 1,860 $ 1,054 
Pension liabilities - net... 335 
Pension assets - N@t......ccccecceceee. $ 361 
Accrual for sales allowances......... 324 361 
Tax over book depreciation............ $ 437 266 
Tax loss and tax credit 

CAMTyfOrWAIS ....cccesceceeseseeeees 204 124 
Accrual for employee benefits....... 168 231 
Lease transactions .....cccccccee 191 172 
Allowance for credit losses............ 140 113 
Goodwill and other 

intangible assets ......cccceeeees 124 126 
Stock option compensation........... 74 54 
Deferred gains on distributed 

fOFEIGN CAMMNINGS ...... cece 71 69 
Intercompany profit in inventory .... 52 70 
Deferred compensation... 34 32 
Undistributed foreign earnings....... 4 40 
OTHE EMS ...cccccseciceceenesrsenesecers 361 104 237 38 
Less valuation allowances........... (89) (73) 
Deferred income tax 

assets and liabilities ............ $3,534 $ 897 $2,272 $1,003 














Deere & Company files a consolidated federal income tax 
return in the U.S., which includes the wholly-owned Financial 
Services subsidiaries. These subsidiaries account for income 
taxes generally as if they filed separate income tax returns. 

At October 31, 2009, certain tax loss and tax credit 
carryforwards for $204 million were available with $136 million 
expiring from 2011 through 2029 and $68 million with an 
unlimited expiration date. 

The company adopted FASB ASC 740, Income Taxes 
(FASB Interpretation No. 48, Accounting for Uncertainty in 
Income Taxes), at the beginning of 2008. As a result of adoption, 
the company recorded an increase in its lability for unrecognized 
tax benefits of $170 million, an increase in accrued interest and 
penalties payable of $30 million, an increase in deferred tax 
liabilities of $6 million, a reduction in the beginning retained 
earnings balance of $48 million, an increase in tax receivables 
of $136 million, an increase in deferred tax assets of $11 million 
and an increase in interest receivable of $11 million. 


A reconciliation of the total amounts of unrecognized tax 
benefits at October 31 in millions of dollars is as follows: 














2009 2008 

Beginning of year balance..................0...cccce $ 236 $ 218 
ncreases to tax positions taken during 

HME CUIETONE VOI. c5: 5 secssessssssavseacisunsesacecaseasessenscatans 29 23 
ncreases to tax positions taken during prior years ........ 12 31 
Decreases to tax positions taken during prior years....... (28) (20) 
Decreases due to lapse of statute of limitations............. (3) (3) 
SOtOMENES ssics.sedetsesdestediieenaenns adicetdnactscmmeeseeanie (5) 
ACQUISITIONS :ssectsansessestesesdeistessneiseaceiacititienuncgttiaraes 2 
FOFGIGN XCHANGE: .::cevscrsssversasscerheorsstaiveri ete eias 19 (15) 
End of year balance .........0...0ccccccececeeees $ 260 $ 236 

















The amount of unrecognized tax benefits at October 31, 
2009 that would affect the effective tax rate if the tax benefits 
were recognized was $73 million. The remaining liability was 
related to tax positions for which there are offsetting tax 
receivables, or the uncertainty was only related to timing. 
Based on worldwide tax audits which are scheduled to close over 
the next twelve months, the company expects to have decreases 
of approximately $130 million and increases of approximately 
$50 million to uncertain tax benefits primarily related to transfer 
pricing. These changes in unrecognized tax benefits are not 
expected to have a material impact on the effective tax rate due 
to compensating adjustments to related tax receivables. 

The company files its tax returns according to the tax laws 
of the jurisdictions in which it operates, which includes the U.S. 
federal jurisdictions, and various state and foreign jurisdictions. 
The U'S. Internal Revenue Service has completed the exami- 
nation of the company’s federal income tax returns for periods 
prior to 2001, and for the years 2002 through 2006. The year 
2001, 2007 and 2008 federal income tax returns are either 
currently under examination or remain subject to examination. 
Various state and foreign income tax returns, including major 
tax jurisdictions in Canada and Germany, also remain subject to 
examination by taxing authorities. 

The company’s continuing policy is to recognize interest 
related to income taxes in interest expense and interest income, 
and recognize penalties in selling, administrative and general 
expenses. During 2009 and 2008, the total amount of expense 
from interest and penalties was $4 million and $23 million and 
the interest income was $3 million and $2 million, respectively. 
At October 31, 2009 and 2008, the liability for accrued interest 
and penalties totaled $47 million and $45 million and the 
receivable for interest was $4 million and $5 million, respectively. 
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9. OTHER INCOME AND OTHER OPERATING EXPENSES 


The major components of other income and other operating 
expenses consisted of the following in millions of dollars: 


























2009 2008 2007 

Other income 
Revenues from services $ 421 $ 314 
Investment INCOME .....:cc0sescccesesesessesesesssees 21 83 
Securitization and servicing fee income 6 23 
OUMG has iy tte doot eicee ete ate: 118 118 

TOU Gl), acesiic2 es tescztete is saest capeeteanieee $ 566 $ 538 
Other operating expenses 
Depreciation of equipment on 

operating leases $ 288 $ 308 $ 297 
Cost of ServiceS........0. 357 295 248 
OUNG Ree. aishek cet teneeie leaner tee 72 96 20 

MOU: £ cesezes.acsestesetecte oe lacserstetts teanceeece $ 717 $ 699 $ 565 











10. UNCONSOLIDATED AFFILIATED COMPANIES 


Unconsolidated affiliated companies are companies in which 
Deere & Company generally owns 20 percent to 50 percent 
of the outstanding voting shares. Deere & Company does not 
control these companies and accounts for its investments in 
them on the equity basis. The investments in these companies 
primarily consist of Deere-Hitachi Construction Machinery 
Corporation (50 percent ownership), Xuzhou XCG John Deere 
Machinery Manufacturing Co., Ltd. (50 percent ownership), 
Bell Equipment Limited (32 percent ownership) and A&I 
Products (36 percent ownership). The unconsolidated affiliated 
companies primarily manufacture or market equipment. 
Deere & Company’s share of the income or loss of these 
companies is reported in the consolidated income statement 
under “Equity in income (loss) of unconsolidated affiliates.” 
The investment in these companies is reported in the consoli- 
dated balance sheet under “Investments in Unconsolidated 
Affiliates.” 

Combined financial information of the unconsolidated 
affiliated companies in millions of dollars is as follows: 

















Operations 2009 2008 2007 
NSIC ios ce xeescs epee xpaeses sicgaaseseducectzsasnsseeshduheas $1,404 $2,214 $ 2,026 
Net INCOME (lOSS) ....ccceesecsceeeeetsteeeesees (23) 99 79 
Deere & Company’s equity in 

Net INCOME (IOSS)......ceeesee ees (6) 40 29 
Financial Position 2009 2008 
Total ASSCtS oo. eesesssesessesescsssvesesesessssrtsesereeteeres $ 1157 $ 1,382 
Total external borrowings... 264 260 
Total net assets ...........4 515 545 
Deere & Company’s share of 

THE: NEL ASSCLS.s. ccsiassjsectetadinenparianeaactnendnetentacabects 213 224 





Consolidated retained earnings at October 31, 2009 
include undistributed earnings of the unconsolidated affiliates 
of $81 million. Dividends from unconsolidated affiliates were 
$.4 million in 2009, $20 million in 2008 and $13 million in 2007. 





11. MARKETABLE SECURITIES 


All marketable securities are classified as available-for-sale, 
with unrealized gains and losses shown as a component of 
stockholders’ equity. Realized gains or losses from the sales of 
marketable securities are based on the specific identification 
method. 

The amortized cost and fair value of marketable 
securities at October 31 in millions of dollars follow: 


























Gross Gross 
Amortized Unrealized Unrealized — Fair 
Cost Gains Losses Value 
2009 
U.S. government debt securities... $ 49 $ 3 $ 52 
Municipal debt securities .............. 23 1 24 
Corporate debt securities.............. 4 2 43 
Residential mortgage- 
backed securities* 70 3 73 
Marketable securities $ 183 $9 $ 192 
2008 
U.S. government debt securities... $ 402 $2 $ 1 $ 403 
Municipal debt securities .............. 119 1 118 
Corporate debt securities.............. 239 4 235 
Residential mortgage- 
backed SeCUTritieS* ....... cece 87 1 1 87 
Asset-backed securities 44 44 
Other debt securities ..........cce 90 90 
Marketable securities............... $ 981 $ 3 $ 7 $ 977 








* Primarily issued by U.S. government sponsored enterprises. 





The contractual maturities of debt securities at October 31, 
2009 in millions of dollars follow: 





Amortized Fair 











Cost Value 
Due in One year OF OSS wo. cececececcceceeseetesesteeseateseseseees $ 28 $ 28 
Due after one through fiVe YEalS......ccsceesseecsteeeeeeees 79 83 
Due after five through 10 Years vo... 63 67 
Due after 10: VOars ss siscscsssssscscezsasssssszeassssstsenspennsateczenens 13 14 
Debt S@CUTITIES 00... cece tesestestestesesteetesesees $ 183 $ 192 

















Actual maturities may differ from contractual maturities 
because some securities may be called or prepaid. Proceeds from 
the sales of available-for-sale securities were $759 million in 
2009, $1,137 million in 2008 and $1,379 million in 2007. 
Realized gains were $4 million, $12 million and $4 million 
and realized losses were $8 million, $15 million and $10 million 
in 2009, 2008 and 2007, respectively. The increase (decrease) 
in net unrealized gains or losses and unrealized losses that have 
been continuous for over twelve months were not material in 
any years presented. Unrealized losses at October 31, 2008 were 
primarily the result of an increase in interest rates and were not 
recognized in income due to the ability and intent to hold to 
maturity. Losses related to impairment write-downs were 
$2 million in 2009, $27 million in 2008 and $7 million in 2007. 


12. RECEIVABLES 


Trade Accounts and Notes Receivable 
Trade accounts and notes receivable at October 31 consisted of 
the following in millions of dollars: 














2009 2008 
Trade accounts and notes: 
Agriculture and turf ..0.cccccccccecececesetsteesesteeseee $2,363 $2,717 
Construction ANd fOreStry......c.ccccccecsceeseeteeseeeees 204 518 
Trade accounts and notes receivable—net............. $2617 $3,235 














At October 31, 2009 and 2008, dealer notes included in 
the previous table were $538 million and $499 million, and the 
allowance for doubtful trade receivables was $77 million and 
$56 million, respectively. 

The Equipment Operations sell a significant portion of 
newly originated trade receivables to Financial Services and 
provide compensation to these operations at market rates of 
interest. 

Trade accounts and notes receivable primarily arise from 
sales of goods to independent dealers. Under the terms of the 
sales to dealers, interest is charged to dealers on outstanding 
balances, from the earlier of the date when goods are sold to 
retail customers by the dealer or the expiration of certain 
interest-free periods granted at the time of the sale to the dealer, 
until payment is received by the company. Dealers cannot cancel 
purchases after the equipment is shipped and are responsible for 
payment even if the equipment is not sold to retail customers. 
The interest-free periods are determined based on the type of 
equipment sold and the time of year of the sale. These periods 
range from one to twelve months for most equipment. 
Interest-free periods may not be extended. Interest charged may 
not be forgiven and the past due interest rates exceed market 
rates. The company evaluates and assesses dealers on an ongoing 
basis as to their credit worthiness and generally retains a security 
interest in the goods associated with the trade receivables. 

The company 1s obligated to repurchase goods sold to a dealer 
upon cancellation or termination of the dealer’s contract for 
such causes as change in ownership and closeout of the business. 

Trade accounts and notes receivable have significant 
concentrations of credit risk in the agriculture and turf sector 
and construction and forestry sector as shown in the previous 
table. On a geographic basis, there is not a disproportionate 
concentration of credit risk in any area. 
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Financing Receivables 
Financing receivables at October 31 consisted of the following 
in millions of dollars: 





























2009 2008 
Unrestricted/Restricted Unrestricted/Restricted 
Retail notes: 
Equipment: 
Agriculture and turf........ $ 9687 $2,934 $11,026 $ 1,380 
Construction and 
TOFESHY sca ccclewdsessivess 1,084 624 2,011 434 
Recreational products......... 8 16 
TOA saecticestetieiednaeastacss 10,779 3,558 13,053 1,814 
Wholesale notes v.00... 1,986 1,336 
Revolving charge accounts...... 2,265 1,905 
Financing leases 
(direct and sales-type)........ 993 1,005 
Operating loans... 297 358 
Total financing receivables.. 16,320 3,558 17,657 1,814 
Less: 
Unearned finance income: 
Equipment notes ............ 738 425 1,361 158 
Recreational product 
NOLES csstiderannsaaessewri’ 3 
Financing leases ............ 113 117 
MOA si .ccssesaciettineee 851 425 1,481 158 
Allowance for doubtful 
FECEIVADIES oo... cece 214 25 159 1 
Financing 
receivables — net............. $ 15,255 $3108 $16,017 $ 1,645 











The residual values for investments in financing leases at 
October 31, 2009 and 2008 totaled $59 million and $63 million, 
respectively, 

Financing receivables have significant concentrations of 
credit risk in the agriculture and turf sector and construction and 
forestry sector as shown in the previous table. On a geographic 
basis, there is not a disproportionate concentration of credit risk 
in any area. The company retains as collateral a security interest 
in the equipment associated with retail notes, wholesale notes 
and financing leases. 

Financing receivables at October 31 related to the 
company’s sales of equipment that were included in the table 
above consisted of the following in millions of dollars: 





2009 2008 
Unrestricted/Restricted Unrestricted/Restricted 








Retail notes*: 
Equipment: 














Agriculture and turf........... $ 1,505 $ 22 $ 1,391 $ 60 
Construction and forestry .. 389 2 513 9 
MOC Sica acsscenceandsssazecsors 1,894 24 1,904 69 
Wholesale notes .....ccccceecee 1,986 1,336 
Sales-type CASES .....cceceeececeees 583 584 
VOtAlseessdedesadesupeten ceeded $ 4463 $ 24 $ 3,824 $ 69 
* These retail notes generally arise from sales of equipment by company-owned 


dealers or through direct sales. 


(continued) 
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2009 2008 
Unrestricted/Restricted Unrestricted/Restricted 








Less: 
Unearned finance income: 








Equipment notes ............... $ 191 $ 1$ 197 $ 5 
Sales-type leases.........00 57 61 
TOUAl ssscestziostererrevterrs 248 1 258 5 
Financing receivables 
related to the company’s 
sales of equipment............ $ 4,215 $ 23 $ 3,566 $ 64 











Financing receivable installments, including unearned 
finance income, at October 31 are scheduled as follows in 
millions of dollars: 





2009 2008 
Unrestricted/Restricted Unrestricted/Restricted 





Due in months: 











QT 2 rede ticaasasatibendysatens $ 8320 $1,286 $8,223 $ 743 

13 $24 ccrcsstiesasetys 3,264 1,045 3,864 581 
20 SSB ictesirectincadientiaoains 2,174 699 2,712 326 
Sf AG ascticiccuisatinennins 1,365 395 ~—- 1,665 133 
874 125 917 29 

323 8 276 2 

FOCAL ici cccccsesssateccinensivsanconss $16,320 $3,558 $17,657 $ 1,814 











The maximum terms for retail notes are generally seven 
years for agriculture and turf equipment and five years for 
construction and forestry equipment. The maximum term for 
financing leases is generally five years, while the average term 
for wholesale notes is less than twelve months. 

At October 31, 2009 and 2008, the unpaid balances of 
receivables administered but not owned were $292 million 
and $326 million, respectively. At October 31, 2009 and 2008, 
worldwide financing receivables administered, which include 
financing receivables administered but not owned, totaled 
$18,656 million and $17,988 million, respectively. 

Generally when financing receivables are approximately 
120 days delinquent, accrual of finance income has been 
suspended and the estimated uncollectible amount has been 
written off to the allowance for credit losses. Accrual of finance 
income is resumed when the receivable becomes contractually 
current and collection doubts are removed. Investments in 
financing receivables on non-accrual status at October 31, 2009 
and 2008 were $284 million and $88 million, respectively. 

Total financing receivable amounts 60 days or more 
past due were $67 million at October 31, 2009, compared 
with $45 million at October 31, 2008. These past-due amounts 
represented .36 percent and .25 percent of the receivables 
financed at October 31, 2009 and 2008, respectively. 

The allowance for doubtful financing receivables represented 
1.28 percent and .95 percent of financing receivables outstanding 
at October 31, 2009 and 2008, respectively. In addition, at 
October 31, 2009 and 2008, the company’s credit operations 
had $181 million and $189 million, respectively, of deposits 
withheld from dealers and merchants available for potential 
credit losses. 





An analysis of the allowance for doubtful financing 
receivables follows in millions of dollars: 











2009 2008 2007 
Beginning of year balance....................... $ 170 $ 172 $ 155 
Provision charged to operationS..........cccce8 195 83 62 
Amounts written Off......ccccsccsesneeeees (140) (71) (59) 
Other changes (primarily translation 
ACIUSTMONS) ..sicssecceessecsecreesseeeteanseecieness 14 (14) 14 
End of year balance ................000.000 $ 239 $ 170 $ 172 











Financing receivables are considered impaired when it is 
probable the company will be unable to collect all amounts due 
according to the contractual terms of the receivables. 

An analysis of impaired financing receivables at October 31 
follows in millions of dollars: 




















2009 2008 

Impaired receivables with a specific 

related allOWANCE” .......cesssescssessesssessestsssssssrssesresseees $ 50 26 
Impaired receivables without a specific 

related -allOWANCE wcdecctine cndeaduennnnstialh 13 

Total impaired receivables 39 
Average balance of impaired receivables 

GUPING THE: YOON ais 2escitscisetaveesedvnzsdeasgoedvantedenteaterears $ 52 $ 29 
* Related allowance of $27 million and $6 million as of October 31, 2009 and 2008, 





respectively. 





Other Receivables 
Other receivables at October 31 consisted of the following in 
millions of dollars: 











2009 2008 
WaxeSireCeWable. Scacchi iwedaciece knw eee $ 637 $ 465 
(OUMGN s2cencatscieeedevesstacstnten. east cette etude sade anaes 227 200 
Other receivables ......0.0.0.0.cccc cee $ 864 $ 665 











13. SECURITIZATION OF FINANCING RECEIVABLES 


The company, as a part of its overall funding strategy, 
periodically transfers certain financing receivables (retail notes) 
into variable interest entities (VIEs) that are special purpose 
entities (SPEs) as part of its asset-backed securities programs 
(securitizations). The structure of these transactions is such that 
the transfer of the retail notes did not meet the criteria of sales 
of receivables, and is, therefore, accounted for as a secured 
borrowing. SPEs utilized in securitizations of retail notes differ 
from other entities included in the company’s consolidated 
statements because the assets they hold are legally isolated. 
For bankruptcy analysis purposes, the company has sold the 
receivables to the SPEs in a true sale and the SPEs are separate 
legal entities. Use of the assets held by the SPEs is restricted by 
terms of the documents governing the securitization transaction. 
In securitizations of retail notes related to secured 
borrowings, the retail notes are transferred to certain SPEs 
which in turn issue debt to investors. The resulting secured 
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borrowings are included in short-term borrowings on the 
balance sheet. The securitized retail notes are recorded as 
“Restricted financing receivables - net” on the balance sheet. 
The total restricted assets on the balance sheet related to these 
securitizations include the restricted financing receivables less an 
allowance for credit losses, and other assets primarily representing 
restricted cash. The SPEs supporting the secured borrowings to 
which the retail notes are transferred are consolidated unless the 
company is not the primary beneficiary. No additional support 
to these SPEs beyond what was previously contractually 
required has been provided during fiscal year 2009. 

In certain securitizations, the company is the primary 
beneficiary of the SPEs and, as such, consolidates the entities. 
The restricted assets (retail notes, allowance for credit losses and 
other assets) of the consolidated SPEs totaled $2,157 million and 
$1,303 million at October 31, 2009 and 2008, respectively. 

The liabilities (short-term borrowings and accrued interest) 
of these SPEs totaled $2,133 million and $1,287 million at 
October 31, 2009 and 2008, respectively. The credit holders 
of these SPEs do not have legal recourse to the company’s 
general credit. 

In other securitizations, the company transfers retail notes 
into bank-sponsored, multi-seller, commercial paper conduits, 
which are SPEs that are not consolidated. The company is not 
considered to be the primary beneficiary of these conduits, 
because the company’s variable interests in the conduits will not 
absorb a majority of the conduits’ expected losses, residual returns, 
or both. This is primarily due to these interests representing 
significantly less than a majority of the conduits’ total assets and 
liabilities. These conduits provide a funding source to the 
company (as well as other transferors into the conduit) as they 
fund the retail notes through the issuance of commercial paper. 
The company’s carrying values and variable interest related to 
these conduits were restricted assets (retail notes, allowance for 
credit losses and other assets) of $1,059 million and $398 million 
at October 31, 2009 and 2008, respectively. The liabilities 
(short-term borrowings and accrued interest) related to these 
conduits were $1,004 million and $398 million at October 31, 
2009 and 2008, respectively. 

The company’s carrying amount of the liabilities to the 
unconsolidated conduits, compared to the maximum exposure 
to loss related to these conduits, which would only be incurred 
in the event of a complete loss on the restricted assets, was as 
follows at October 31 in millions of dollars: 





Carrying value Of liaDiliti€S......ccecccscscssesescssssssetecsssseestsseseees 
Maximum exposure to loss 








The assets of unconsolidated conduits related to 
securitizations in which the company’s variable interests 
were considered significant were approximately $35 billion 
at October 31, 2009. 


The components of consolidated restricted assets related to 
secured borrowings in securitization transactions at October 31 
were as follows in millions of dollars: 


$37 million. If all inventories had been valued on a FIFO basis, 
estimated inventories by major classification at October 31 in 
millions of dollars would have been as follows: 









































2009 2008 2009 2008 
Restricted financing receivables (retail notes)...........0..... $3133 $1,656 Raw materials and SUPPII@S.......c ccc cece tereeaees $ 940 $ 1,170 
Allowance for Credit IOSS@S......c.cccceeeeecees (25) (11) WOrk-iN-PIOCESS......cccscecseseseseseeeeeees 519 
Other ASSCtS... ccc ccc cecseceeseeecseesesseses 108 56 Finished machines and parts 2,677 
Total restricted securitized assets $3,216 $1,701 Total FIFO VAMC sti. cccist wcescitcsapiatsacdvacdsonshuacdnstteataess 4,366 
: Less adjustment to LIFO value 1,324 
The components of consolidated secured borrowings and SGsUiRG ERG Scccosessctce seen ciaxcee cee cesses $3,042 


other liabilities related to securitizations at October 31 were as 
follows in millions of dollars: 











2009 2008 
Short-term DOrrOWINGS......c.cccececccsteeeesceteseststeeseseeseees $3132 $1,682 
Accrued interest ON DOrrOWINGS......ccccceeeceeesseeeeeeeees 5 3 
Total liabilities related to restricted 
securitized assets oo... cece $3137 $1,685 








The secured borrowings related to these restricted 
securitized retail notes are obligations that are payable as the 
retail notes are liquidated. Repayment of the secured borrowings 
depends primarily on cash flows generated by the restricted 
assets. Due to the company’s short-term credit rating, cash 
collections from these restricted assets are not required to be 
placed into a segregated collection account until immediately 
prior to the time payment is required to the secured creditors. 
At October 31, 2009, the maximum remaining term of all 
restricted receivables was approximately five years. 


14. EQUIPMENT ON OPERATING LEASES 


Operating leases arise primarily from the leasing of John Deere 
equipment to retail customers. Initial lease terms generally range 
from four to 60 months. Net equipment on operating leases 
totaled $1,733 million and $1,639 million at October 31, 2009 
and 2008, respectively. The equipment is depreciated on a 
straight-line basis over the terms of the lease. The accumulated 
depreciation on this equipment was $484 million and 

$471 million at October 31, 2009 and 2008, respectively. 

The corresponding depreciation expense was $288 million in 
2009, $308 million in 2008 and $297 million in 2007. 

Future payments to be received on operating leases totaled 
$800 million at October 31, 2009 and are scheduled as follows 
in millions of dollars: 2010 — $355, 2011 — $222, 2012 — $132, 
2013 — $72 and 2014 — $19. 


15. INVENTORIES 


Most inventories owned by Deere & Company and its 

U.S. equipment subsidiaries are valued at cost, on the “last-in, 
first-out” (LIFO) basis. Remaining inventories are generally 
valued at the lower of cost, on the “first-in, first-out” (FIFO) 
basis, or market. The value of gross inventories on the LIFO 
basis represented 59 percent and 64 percent of worldwide gross 
inventories at FIFO value on October 31, 2009 and 2008, 
respectively. The pretax favorable income effect from the 
liquidation of LIFO inventory during 2009 was approximately 
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16. PROPERTY AND DEPRECIATION 


A summary of property and equipment at October 31 in millions 
of dollars follows: 





Useful Lives* 


























(Years) 2009 2008 
Equipment Operations 
WANG esses tects wesesesevssaes stedetveswuaseuescns $ 116 $ 91 
Buildings and building equipment........ 24 2,144 1,840 
Machinery and equipment..............00. 11 3,826 3,457 
Dies, patterns, tOOlS, CC... 7 1,081 933 
AllOtne lcci ins Pai iae thine 5 672 617 
Construction in PrOQreSS .......cccceeee 362 386 
Total at COSt wcrc 8,201 7,324 
Less accumulated depreciation ........... 4,744 4,333 
MOUG ct <exsserssst sserertstisurcaseacasaetzsers 3,457 2,991 
Financial Services 
WANG) ceccettetccence ce seguaterymrsreteteraraaces 4 4 
Buildings and building equipment........ 27 70 40 
Machinery and equipment.... 16 1,064 690 
AI OUNG iiccsteeasiseyasevetsistsacs 6 40 34 
Construction in PrOQreSS .......c.ccceeee 37 447 
TOLAN AL COST ecesscdcszcsdsionactnneastntseehe 1,215 1,215 
Less accumulated depreciation ........... 140 78 
Ota. xzeee sete teeta ik cet Glee 2a 8 1,075 1,137 








$4,532 $4128 














* Weighted-averages 





Property and equipment is stated at cost less accumulated 
depreciation. Total property and equipment additions in 2009, 
2008 and 2007 were $798 million, $1,147 million and $1,064 
million and depreciation was $513 million, $467 million and 
$402 million, respectively. Capitalized interest was $15 million, 
$26 million and $31 million in the same periods, respectively. 
The cost of leased property and equipment under capital leases 
amounting to $47 million and $30 million at October 31, 2009 
and 2008, respectively, is included in property and equipment. 

Financial Services property and equipment additions 
included above were $1 million, $359 million and $476 million 
in 2009, 2008 and 2007 and depreciation was $62 million, 
$34 million and $13 million, respectively. The Financial Services 
additions were primarily due to wind turbines related to 
investments in wind energy generation. Financial Services 
had additions to cost of property and equipment in 2009 of 


$71 million, which were mostly offset by cost reductions of 
$70 million due to becoming eligible for government grants for 
certain wind energy investments related to costs recognized in 
prior and current periods. 

Capitalized software is stated at cost less accumulated 
amortization, and the estimated useful life is three years. 
The amounts of total capitalized software costs, including 
purchased and internally developed software, classified as 
“Other Assets” at October 31, 2009 and 2008 were $486 million 
and $425 million, less accumulated amortization of $342 million 
and $288 million, respectively. Amortization of these software 
costs was $54 million in 2009, $35 million in 2008 and $33 
million in 2007. The cost of leased software assets under capital 
leases amounting to $33 million and $31 million at October 31, 
2009 and 2008, respectively, is included in other assets. 

The cost of compliance with foreseeable environmental 
requirements has been accrued and did not have a material 
effect on the company’s consolidated financial statements. 


17. GOODWILL AND OTHER INTANGIBLE ASSETS-NET 


The amounts of goodwill by operating segment were as follows 
in millions of dollars: 











2009 2008 
AGPIGUITURE: ANG TCT, iss :eseciscreietinceiscpioh evnineenes cae $ 409 $ 664 
Construction and forestry 628 561 
GOOUWIII ccc ceeeeesteeeeneeersneseseeneeeenes $1,037 $1,225 

















The decrease in goodwill in the agriculture and turf 
segment was primarily due to an impairment write off of 
$289 million, partially offset by the allocation of goodwill from 
an acquisition of $20 million (see Note 4) and fluctuations 
in foreign currency translation. The increase in goodwill for 
the construction and forestry segment was primarily due to 
fluctuations in foreign currency translation and an allocation 
of goodwill from an acquisition of $11 million. 

The components of other intangible assets are as follows 
in millions of dollars: 





Useful Lives* 





























(Years) 2009 2008 

Amortized intangible assets: 
Customer lists and relationships............... 13 $ 93 $ 94 
Technology, patents, trademarks 

AMCHOUNGN ses sacss cases ges vetseuss aaazseieencane 15 105 115 

TOtal at COST cis ea cssnscs accdvnseeensgecesen canetep 198 209 
Less accumulated amortization .............. 62 48 
Other intangible assets-net ................ $ 136 $ 161 
* Weighted-averages 








Other intangible assets are stated at cost less accumulated 
amortization. The amortization of other intangible assets in 2009, 
2008 and 2007 was $18 million, $20 million and $12 million, 
respectively. The estimated amortization expense for the next 
five years is as follows in millions of dollars: 2010 - $19, 

2011 - $16, 2012 - $15, 2013 - $13 and 2014 - $12. 
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18. SHORT-TERM BORROWINGS 


Short-term borrowings at October 31 consisted of the following 
in millions of dollars: 



































2009 2008 
Equipment Operations 
Commercial Paper ......cecccecccccscscesescetesescstseseateesestseese $ 101 $ 124 
Notes payable to banks 77 85 
Long-term borrowings due within one year... 312 9 
MOU Al terse lscsescesszoseseriessaceesvanaeeuiaten eociastneisciaiasishs & 490 218 
Financial Services 
COMMENCIAl PAPET .......2csecesecsceeteecessssssesserssessersseeeens 185 2,837 
Notes payable to banks 3 8 
Notes payable related to securitizations (see below)....... 3,132 1,682 
Long-term borrowings due within one year uo... 3,349 3,776 
I fol fc] ereeeretrcereerercere reer fp rertecee teeters ae repr 6,669 8,303 
Short-term borrowingS............0.0..0cccccccecceeceee $7159 $8521 

















The notes payable related to securitizations for Financial 
Services are secured by restricted financing receivables (retail 
notes) on the balance sheet (see Note 13). Although these notes 
payable are classified as short-term since payment is required if 
the retail notes are liquidated early, the payment schedule for 
these borrowings of $3,132 million at October 31, 2009 based 
on the expected liquidation of the retail notes in millions of 
dollars is as follows: 2010 - $1,551, 2011 - $954, 2012 - $506, 
2013 - $120 and 2014 - $1. 

The weighted-average interest rates on total short-term 
borrowings, excluding current maturities of long-term borrowings, 
at October 31, 2009 and 2008 were 1.7 percent and 3.2 percent, 
respectively. The Financial Services’ short-term borrowings 
represent obligations of the credit subsidiaries. 

Lines of credit available from U.S. and foreign banks were 
$4,558 million at October 31, 2009. Some of these credit lines 
are available to both Deere & Company and Capital Corporation. 
At October 31, 2009, $4,214 million of these worldwide lines of 
credit were unused. For the purpose of computing the unused 
credit lines, commercial paper and short-term bank borrowings, 
excluding secured borrowings and the current portion of 
long-term borrowings, were primarily considered to constitute 
utilization. 

Included in the above lines of credit was a long-term credit 
facility agreement for $3.75 billion, expiring in February 2012. 
The agreement is mutually extendable and the annual facility 
fee is not significant. The credit agreement requires the 
Capital Corporation to maintain its consolidated ratio of earnings 
to fixed charges at not less than 1.05 to 1 for each fiscal quarter 
and the ratio of senior debt, excluding securitization indebted- 
ness, to capital base (total subordinated debt and stockholder’s 
equity excluding accumulated other comprehensive income 
(loss)) at not more than 11 to 1 at the end of any fiscal quarter. 
The credit agreement also requires the Equipment Operations 
to maintain a ratio of total debt to total capital (total debt and 
stockholders’ equity excluding accumulated other comprehen- 
sive income (loss)) of 65 percent or less at the end of each fiscal 


quarter according to accounting principles generally accepted in 
the US. in effect at October 31, 2006. Under this provision, the 
company’s excess equity capacity and retained earnings balance 
free of restriction at October 31, 2009 was $6,494 million. 
Alternatively under this provision, the Equipment Operations 
had the capacity to incur additional debt of $12,060 million 

at October 31, 2009. All of these requirements of the credit 
agreement have been met during the periods included in the 
financial statements. 

Deere & Company has an agreement with the Capital 
Corporation pursuant to which it has agreed to continue to 
own at least 51 percent of the voting shares of capital stock 
of Capital Corporation and to maintain Capital Corporation’s 
consolidated tangible net worth at not less than $50 million. 
This agreement also obligates Deere & Company to make 
income maintenance payments to Capital Corporation such 
that its consolidated ratio of earnings to fixed charges is not less 
than 1.05 to 1 for each fiscal quarter. Deere & Company’s 
obligations to make payments to Capital Corporation under the 
agreement are independent of whether Capital Corporation is 
in default on its indebtedness, obligations or other liabilities. 
Further, Deere & Company’s obligations under the agreement 
are not measured by the amount of Capital Corporation’s 
indebtedness, obligations or other liabilities. Deere & Company’s 
obligations to make payments under this agreement are expressly 
stated not to be a guaranty of any specific indebtedness, 
obligation or liability of Capital Corporation and are enforceable 
only by or in the name of Capital Corporation. No payments 
were required under this agreement during the periods included 
in the financial statements. 


19. ACCOUNTS PAYABLE AND ACCRUED EXPENSES 


Accounts payable and accrued expenses at October 31 consisted 
of the following in millions of dollars: 




















2009 2008 
Equipment Operations 
Accounts payable: 
Trade Payables ......cccccccccecectsteesesteesestetesesesteseees $1,093 $1,773 
Dividends Payable ........:0:cccsseesscsssesssescssssessesesessers 118 118 
OU M es caseactecgas vacate spasdecaensievasonedeancietnviiedaeasectinanereatt 131 108 
Accrued expenses: 
Employee DeMefits ...:.:..cecscscccessesscessesscsssseedesssdesessers 861 1,175 
Product warranties 513 586 
Dealer SaleS-CISCOUNS seit ces iitsueorsdeeticetietivei deters: 774 711 
ACCrued INCOME TAXES ........cececceeeeeeeettetetetenee 5 79 
OMGT ess ee sehetihenscsdonieiea vaca dane wains 1,119 1,126 
fe) F:| Repent eee ener cere Pree re aerneeee 4,614 5,676 
Financial Services 
Accounts payable: 
Deposits withheld from dealers and merchants.......... $ 181 $ 189 
OU Tioe ss cdeseaceies ete eeetee ia ieee UeES aecda 261 230 
(continued) 
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2009 2008 

Accrued expenses: 
Unearned reVEnue oo... cccscecccescsceesceteesestetesesteeseaees $ 280 $ 289 
ACCIUE INLEFESt oc eeeececeecseeteteesseecstsssesenereeeeees 204 150 
Employee benefits 51 81 
ACCTUEC INCOME TAXES .....c.cceesecsceeeesetstseseeeesseeees 55 29 
OU Fs. coh N Sites omeiiaetadadsadceaseanes 231 197 
TOUAl sescvesFeistictdacins caste Shecesieanseetterrayacahacts deena 1,263 1,165 
EVIMINAT OMS co vneascgaes iansdeecccseysctscsbeeeesiotn aes Haweeentarsded 506 447 
Accounts payable and accrued expenseg............... $5,371 $6,394 














* Primarily trade receivable valuation accounts which are reclassified as accrued 
expenses by the Equipment Operations as a result of their trade receivables being 
sold to Financial Services. 





20. LONG-TERM BORROWINGS 


Long-term borrowings at October 31 consisted of the following 
in millions of dollars: 
































2009 2008 
Equipment Operations** 
Notes and debentures: 
7.85% debentures due 2010 vce $ 306 
6.95% notes due 2014: ($700 principal) 
Swapped $300 to variable interest rates of 
1.25% — 2009 and $700 to 4.5% — 2008......... $  800* 770* 
4.375% NOLES CUE 2019... cccccccecsesecsesetserssteesees 750 
8.95% debentures due 2019 56 
8-1/2% debentures MUE 2022 v...eccccccccsseeeseeeeseees 105 105 
6.55% debentures due 2028.........cccccsseesesseseesens 200 200 
5.375% notes due 2029 500 
8.10% debentures due 2030 .....cecccsccecsseseeeeeeees 250 250 
7.125% NOLES CUE 2031 oo. ceccccsesecsecsesetsetetseteesees 300 300 
Other NOLES .....ececcececsesscseecsssecseecsecsssecsseeesesesseeas 168 5 
MO talitecitideccasncressaveaoesteanns ene eata etna 3,073 1,992 
Financial Services** 
Notes and debentures: 
Medium-term notes due 2010 — 2018: 
(principal $11,186 - 2009, $9,189 - 2008) 
Average interest rates of 3.5% — 2009, 
AP = ZOOS ecciiat anus kivnet aaitsnenae nese 11,430* 9,267* 
7% notes due 2012: ($1,500 principal) 
Swapped $1,225 to variable interest rates of 
1.3% — 2009, 2.8% — 2008 woven 1,640* 1,618* 
5.10% debentures due 2013: ($650 principal) 
Swapped to variable interest rates of 
1.0% — 2009, 4.8% — 2008 woven 699* 668* 
OTE MOLES i acess etcae thie cut chistarrsacaanrinctinannnanitseieiaties 550 354 
WOtalcseet oss enttact 2 fececaestc ves tecesaenestetsaaarsssss 14,319 11,907 
Long-term borrowingS..............0.0.ccccccccce $17,392 $13,899 














* Includes fair value adjustments related to interest rate swaps. 
* All interest rates are as of year end. 





The Financial Services’ long-term borrowings represent 
obligations of the credit subsidiaries. 

The approximate principal amounts of the Equipment 
Operations’ long-term borrowings maturing in each of the 
next five years in millions of dollars are as follows: 2010 — $312, 
2011 — none, 2012 — $173, 2013 — none and 2014 — $700. 


The approximate principal amounts of the credit subsidiaries’ 
long-term borrowings maturing in each of the next five years in 
millions of dollars are as follows: 2010 — $3,350, 2011 — $3,152, 
2012 — $5,014, 2013 — $2,725 and 2014 — $977. 


21. LEASES 


At October 31, 2009, future minimum lease payments under 
capital leases amounted to $56 million as follows: 2010 — $19, 
2011 — $16, 2012 — $3, 2013 — $2, 2014 — $2 and later years 
$14. Total rental expense for operating leases was $187 million 
in 2009, $165 million in 2008 and $126 million in 2007. 

At October 31, 2009, future minimum lease payments under 
operating leases amounted to $544 million as follows: 

2010 — $128, 2011 — $101, 2012 — $79, 2013 — $55, 2014 -— 
$40 and later years $141. 


22. COMMITMENTS AND CONTINGENCIES 


The company generally determines its warranty liability by 
applying historical claims rate experience to the estimated amount 
of equipment that has been sold and is still under warranty based 
on dealer inventories and retail sales. The historical claims rate 
is primarily determined by a review of five-year claims costs and 
current quality developments. 

The premiums for the company’s extended warranties are 
primarily recognized in income in proportion to the costs expected 
to be incurred over the contract period. The unamortized 
extended warranty premiums (deferred revenue) included in 
the following table totaled $214 million and $228 million at 
October 31, 2009 and 2008, respectively. 

A reconciliation of the changes in the warranty liability 
and unearned premiums in millions of dollars follows: 





Warranty Liability/ 
Unearned Premiums 











2009 2008 
Beginning of year balance.................0...cccccc $ 814 $ 774 
Payments (549) (548) 
Amortization of premiums received.. (103) (98) 
Accruals for Warranti€S ........cccccceesesesteesseteteteeteteneeeees 458 612 
PPEMIMIMS ECCINED, civil iss cas nepinivtgs Beetiaetarseecaas eensce 87 112 
FOPGIQN EXCHANGE sezseccvevssdvseecsadeescers.guesccananvierereaetereses 20 (38) 
End of year balance .........0.0....cccccc cece tence $ 727 $ 814 








At October 31, 2009, the company had approximately 
$170 million of guarantees issued primarily to banks outside the 
US. and Canada related to third-party receivables for the retail 
financing of John Deere equipment. The company may recover 
a portion of any required payments incurred under these 
agreements from repossession of the equipment collateralizing 
the receivables. At October 31, 2009, the company had accrued 
losses of approximately $7 million under these agreements. 

The maximum remaining term of the receivables guaranteed 
at October 31, 2009 was approximately six years. 

The credit operations’ subsidiary, John Deere Rusk 
Protection, Inc., offers crop insurance products through 
managing general agency agreements (Agreements) with 
insurance companies (Insurance Carriers) rated “Excellent” by 
A.M. Best Company. As a managing general agent, John Deere 
Risk Protection, Inc. will receive commissions from the 
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Insurance Carriers for selling crop insurance to producers. 

The credit operations have guaranteed certain obligations under 
the Agreements, including the obligation to pay the Insurance 
Carriers for any uncollected premiums. At October 31, 2009, 
the maximum exposure for uncollected premiums was approxi- 
mately $60 million. Substantially all of the credit operations’ 
crop insurance risk under the Agreements has been mitigated by 
a syndicate of private reinsurance companies. The reinsurance 
companies are rated “Excellent” or higher by A.M. Best 
Company. In the event of a widespread catastrophic crop 
failure throughout the U.S. and the default of these highly rated 
private reinsurance companies on their reinsurance obligations, 
the credit operations would be required to reimburse the 
Insurance Carriers for exposure under the Agreements of 
approximately $981 million at October 31, 2009. The credit 
operations believe that the likelihood of the occurrence of 
events that give rise to the exposures under these Agreements 

is substantially remote and as a result, at October 31, 2009, 

the credit operation’s accrued liability under the Agreements 
was not material. 

At October 31, 2009, the company had commitments of 
approximately $178 million for the construction and acquisition 
of property and equipment. At October 31, 2009, the company 
also had pledged or restricted assets of $167 million, primarily 
as collateral for borrowings outside the U.S. and Canada. 

In addition, see Note 13 for restricted assets associated with 
borrowings related to securitizations. 

The company also had other miscellaneous contingent 
habilities totaling approximately $50 million at October 31, 2009, 
for which it believes the probability for payment is substantially 
remote. The accrued liability for these contingencies was not 
material at October 31, 2009. 

The company is subject to various unresolved legal actions 
which arise in the normal course of its business, the most 
prevalent of which relate to product lability (including asbestos 
related liability), retail credit, software licensing, patent and 
trademark matters. Although it is not possible to predict with 
certainty the outcome of these unresolved legal actions or the 
range of possible loss, the company believes these unresolved legal 
actions will not have a material effect on its financial statements. 


23. CAPITAL STOCK 


Changes in the common stock account in millions were 
as follows: 





























Number of 

Shares Issued = Amount 

Balance at October 31, 2006.0... 536.4 $ 2,204 
Transfer from retained earnings for 

WO-for-ONE SLOCK Split... cece 268 

Stock Options And Othel ......cecceeeeeeeeceeeeees 305 

Balance at October 31, 2007 uu... 536.4 2,/17 

Stock Options And Other... 157 

Balance at October 31, 2008 wu... 536.4 2,934 

Stock Options And Othel ....ccecceseeeeeeecseseees 62 

Balance at October 31, 2009...............0.00.. 536.4 $ 2,996 

















On November 14, 2007, the stockholders of the 
company approved a two-for-one stock split effected in the 
form of a 100 percent stock dividend to stockholders of record 
on November 26, 2007, distributed on December 3, 2007. 

This stock split was recorded as of October 31, 2007 by a 
transfer of $268 million from retained earnings to common 
stock, representing a $1 par value for each additional share issued. 
The number of common shares the company is authorized to 
issue was also increased from 600 million to 1,200 million. 

The number of authorized preferred shares, none of which has 
been issued, remained at nine million. 

The Board of Directors at its meeting in May 2008 
authorized the repurchase of up to $5 billion of additional 
common stock (109.8 million shares based on October 31, 2009 
closing common stock price of $45.55 per share). This repurchase 
program supplements the previous 40 million share repurchase 
program, which had 13.7 million shares remaining as of 
October 31, 2009, for a total of 123.5 million shares remaining 
to be repurchased. Repurchases of the company’s common 
stock under this plan will be made from time to time, at the 
company’s discretion, in the open market. 

A reconciliation of basic and diluted income per share 
follows in millions, except per share amounts: 


























2009 2008 2007 

NGTINCOMO vscessccsrsdartatatiencencadanas $ 873.5 $2,052.8 $1,821.7 
Average shares outstanding......... 422.8 4314 449.3 
Basic net income per share 2.07 $ 476 $ 4.05 
Average shares outstanding... 422.8 4314 449.3 
Effect of dilutive stock options...........008 1.6 5.2 5.7 

Total potential shares outstanding........ 424.4 436.3 455.0 
Diluted net income per share.............. $ 206 $ 470 $ 4.00 











All stock options outstanding were included in the 
computation during 2009, 2008 and 2007, except 4.7 million 
options in 2009 and 2.0 million options in 2008 that had an 
antidilutive effect under the treasury stock method. 


24. STOCK OPTION AND RESTRICTED STOCK AWARDS 


The company issues stock options and restricted stock awards 

to key employees under plans approved by stockholders. 
Restricted stock is also issued to nonemployee directors for 
their services as directors under a plan approved by stockholders. 
Options are awarded with the exercise price equal to the market 
price and become exercisable in one to three years after grant. 
Options expire ten years after the date of grant. Restricted stock 
awards generally vest after three years. The company recognizes 
the compensation cost on these stock options and restricted 
stock awards either immediately if the employee 1s eligible to 
retire or on a straight-line basis over the vesting period for the 
entire award. According to these plans at October 31, 2009, 

the company is authorized to grant an additional 11.2 million 
shares related to stock options or restricted stock. 

The fair value of each option award was estimated on the 
date of grant using a binomial lattice option valuation model. 
Expected volatilities are based on implied volatilities from 
traded call options on the company’s stock. The expected 
volatilities are constructed from the following three components: 
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the starting implied volatility of short-term call options traded 
within a few days of the valuation date; the predicted implied 
volatility of long-term call options; and the trend in implied 
volatilities over the span of the call options’ time to maturity. 
The company uses historical data to estimate option exercise 
behavior and employee termination within the valuation model. 
The expected term of options granted is derived from the 
output of the option valuation model and represents the period 
of time that options granted are expected to be outstanding. 
The risk-free rates utilized for periods throughout the contractual 
life of the options are based on U.S. Treasury security yields at 
the time of grant. 

The assumptions used for the binomial lattice model to 
determine the fair value of options follow: 








2009 2008 2007 
Risk-free interest rate ....... 03% -2.3%  2.9%-4.0% 4.4% -5.0% 
Expected dividends........... 1.5% 1.6% 2.0% 


Expected volatility............ 35.4% - 71.7% 30.1% - 46.7% 26.2% - 28.8% 
Weighted-average 
volatility 


Expected term (in years) ... 


36.0% 
6.7 - 7.8 


30.4% 
6.6 - 7.6 


26.3% 
6.7 - 7.6 





Stock option activity at October 31, 2009 and changes 
during 2009 in millions of dollars and shares except for share 
price follow: 











Remaining 
Contractual Aggregate 
Exercise Term Intrinsic 
Shares Price* (Years) Value 
Outstanding at beginning 
of year 16.1 $ 40.60 
Granted......... 46 39.67 
Exercised (.7) 24.85 
Expired or forfeited ...........000 (.2) 50.61 
Outstanding at end of year... 19.8 40.81 6.24 $ 184.6 
Exercisable at end of year... 13.4 36.56 5.10 158.9 


* Weighted-averages 





The weighted-average grant-date fair values of options 
granted during 2009, 2008 and 2007 were $13.06, $27.90 and 
$14.10, respectively. The total intrinsic values of options 
exercised during 2009, 2008 and 2007 were $12 million, 
$226 million and $320 million, respectively. During 2009, 
2008 and 2007, cash received from stock option exercises was 
$16 million, $109 million and $286 million with tax benefits 
of $4 million, $84 million and $119 million, respectively. 

The company’s nonvested restricted shares at October 31, 
2009 and changes during 2009 in millions of dollars and 
shares follow: 











Grant-Date 

Shares Fair Value* 
Nonvested at beginning of year................... 8 $ 50.34 
Granted 4 38.38 
Vested (.4) 36.60 
Nonvested at end of year 8 51.72 


* Weighted-averages 





During 2009, 2008 and 2007 the total share-based 
compensation expense was $70 million, $71 million and 
$82 million with an income tax benefit recognized in net 
income of $26 million, $26 million and $30 million, respec- 
tively. At October 31, 2009, there was $29 million of total 
unrecognized compensation cost from share-based compensation 
arrangements granted under the plans, which is related to 
nonvested shares. This compensation is expected to be recog- 
nized over a weighted-average period of approximately 2 years. 
The total fair values of stock options and restricted shares vested 
during 2009, 2008 and 2007 were $66 million, $74 million and 
$69 million, respectively. 

Prior to adoption of a new accounting standard in 2006, 
the pro-forma disclosure used a straight-line amortization of the 
stock option and restricted stock expense over the vesting period, 
which included employees eligible to retire. Under the new 
standard, the awards granted after the adoption must be recog- 
nized in expense over the requisite service period, which is either 
immediate if the employee 1s eligible to retire, or over the vesting 
period if the employee is not eligible to retire. The amount of 
expense for awards granted prior to adoption of the new 
standard for employees eligible to retire that continued to be 
amortized over the nominal vesting period was insignificant in 
2009 and 2008. In 2007, it was approximately $12 million 
pretax, $8 million after-tax ($.02 per share, basic and diluted). 

The company currently uses shares which have been 
repurchased through its stock repurchase programs to satisfy 
share option exercises. At October 31, 2009, the company 
had 113 million shares in treasury stock and 123 million shares 
remaining to be repurchased under its current publicly 
announced repurchase program (see Note 23). 


25. OTHER COMPREHENSIVE INCOME ITEMS 


Other comprehensive income items are transactions recorded in 
stockholders’ equity during the year, excluding net income and 
transactions with stockholders. Following are the items included 
in other comprehensive income (loss) and the related tax effects 
in millions of dollars: 



































Before Tax After 
Tax (Expense) Tax 
Amount — Credit Amount 
2007 
Minimum pension liability adjustment......... $ 104 $ (38) $ 66 
Cumulative translation adjustment.............. 325 4 329 
Unrealized loss on derivatives: 
HEAGING IOSS:. is i.csccceveississecesssctsvacedeecvase (16) 6 (10) 
Reclassification of realized gain 
TO MEL INCOME..:.::.sccssseseesecesaciniesssszess (6) 2 (4) 
Net unrealized IOSS ......cccscceseseeeeeeees (22) (14) 
Unrealized loss on investments: 
HOIGIAG OSS si.20sctsssccstwessieatnrn sienna (6) 2 4) 
Reclassification of realized 
IOSS TO Net INCOME... 4 (1) 3 
€t UNFEALIZED IOSS vs ceeeesteeeeseeeees (2) 1 1) 
Total other comprehensive income (loss)... $ 405 $ (25) $ 380 
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Before Tax After 
Tax (Expense) Tax 
Amount — Credit Amount 
2008 
Retirement benefits adjustment: 
Net actuarial losses and 
Prior S@rViC€ COSt ....ccccccceeeceteeees $ (567) $ 174 $ (393) 
Reclassification of actuarial losses 
and prior service cost 
TO MET INCOME sii. cessierssieseeereerseness 142 (54) 88 
Net unrealized lOSS ......cccsseceseeeeeeeeees (425) 120 (305) 
Cumulative translation adjustment.............. (401) (5) (406) 
Unrealized loss on derivatives: 
HEAGINGIOSS veccscisncieresman cuisines (73) 24 (49) 
Reclassification of realized loss 
to net incom 24 (8) 16 
Net unrealized (49) 16 (33) 
Unrealized loss on investments: 
HOIGING' OSS: s.<2:nd8scecsaces tacetevsseaeetacanect save (38) 13 (25) 
Reclassification of realized 
lOSS to Net INCOME......cceeeeeeeeeeeees 29 (10) 19 
Net unrealized lOSS ......cccsscceeeeeceeeeees (9) 3 (6) 
Total other comprehensive income (loss) .... $ (884) $ 134 $ (750) 
2009 
Retirement benefits adjustment: 
Net actuarial losses and 
Prior S@rViCE COSt osc $ (4,198) $ 1,587 $(2,611) 
Reclassification of actuarial losses 
and prior service cost 
TO NOt INCOME.......00ssscccsseeessciersssee 105 (31) 74 
Net unrealized l0SS ......cccseececeeeeneeees (4,093) 1,556 = (2,537) 
Cumulative translation adjustment.............. 326 1 327 
Unrealized loss on derivatives: 
HEAGING |OSS ....c.ceseeeseseeeesetsesseeeees (90) 31 (59) 
Reclassification of realized loss 
to net incom 84 (29) 55 
Net unrealized (6) 2 (4) 
Unrealized gain on investments: 
HOIGING OSS ....ceceeseeecseseeeetersseeseeeeres (793) 278 (515) 
Reclassification of realized 
IOSS TO NEt INCOME ......cceceseeceeseees 805 (282) 523 
Net UnrealiZed Qain....c.cccccsseeceneeees 12 (4) 8 
Total other comprehensive income (loss) .... $ (3,761) $ 1,555 $(2,206) 














26. FINANCIAL INSTRUMENTS 

















2009 
























































The fair values of financial instruments that do not approximate Uptal__- Rowell Levels 
the carrying values in the financial statements at October 31 in Accounts payable and accrued expenses 
millions of dollars follow: Derivatives: 
Interest rate Contracts wo... $ 121 $ 121 
cana 2009 Fa C 2008 Fa Foreign exchange contracts ................. 32 32 
valie 9 Valli ie 9 Value Cross-currency interest rate contracts. 1 1 
Financing receivables ........sscee0n $15,255 $15,434 $16,017 $15,588 —_([Otal liabilithes.. esses $ 154 $ 154 
Restricted financing receivables........ $ 3108 $ 3,146 $ 1,645 $ 1,640 Financial assets measured at fair value at October 31 on a 
Short-term secured borrowings™....... $ 3,132 $ 3162 $ 1,682 $ 1,648 nonrecurring basis and the losses during the year in millions of 
dollars were as follows: 
Long-term borrowings: 
Equipment Operations ............0 $ 3,073 $ 3,303 $ 1,992 $ 1,895 2009 
Financial Services ........ccceee 14,319 14,818 11,907 11,112 Level 3 Losses 
MOUAl scesstescsceactessseemeraicieens se $17,392 $18,121 $13,899 $13,007 Financing receivables ........c.cccescecssestesesteseesneeeeetees $ 23 $ 21 
WAdE FECCIVADIES cis tcces sahecsevieess sous cee eamernedecenr aed: $ 1 


* See Note 18. 





Fair values of the long-term financing receivables were 
based on the discounted values of their related cash flows at 
current market interest rates. The fair values of the remaining 
financing receivables approximated the carrying amounts. 

Fair values of long-term borrowings and short-term secured 
borrowings were based on the discounted values of their related 
cash flows at current market interest rates. Certain long-term 
borrowings have been swapped to current variable interest rates. 
The carrying values of these long-term borrowings include 
adjustments related to fair value hedges. 

All derivative instruments are recorded at fair values and 
classified as either other assets or accounts payable and accrued 
expenses on the balance sheet. The total amounts of the 
company’s derivatives at October 31, 2009 and 2008 that were 
recorded in other assets were $740 million and $417 million, 
respectively. The total amounts recorded in accounts payable 
and accrued expenses for the same periods were $154 million 
and $129 million, respectively, (see Note 27). 

Assets and liabilities measured at October 31 at fair value 
in the financial statements on a recurring basis in millions of 
dollars follow: 























2009 
Total Level 1 Level 2 
Marketable securities 
U.S. government debt securities .......... $ 52 $ 32 $ 20 
Municipal debt securities 24 24 
Corporate debt securities 43 43 
Residential mortgage-backed 
SOCUNILIOS®  ciaizsasscistcessssesseeseetureensasi 73 73 
Total marketable SECUTItIES «0.0... 192 32 160 
Other assets 
Derivatives: 
Interest rate CONTACTS wo... 550 550 
Foreign exchange contracts 17 17 
Cross-currency interest rate contracts. 173 173 
Total ASSCtS ...c.cececececececsteceseseeteseststeseeseeens $ 932 $ 32 $ 900 








* Primarily issued by U.S. government sponsored enterprises. 





(continued) 





Level 1 measurements consist of quoted prices in active 
markets for identical assets or liabilities. Level 2 measurements 
include significant other observable inputs such as quoted prices 
for similar assets or liabilities in active markets; identical assets or 
liabilities in inactive markets; observable inputs such as interest 
rates and yield curves; and other market-corroborated inputs. 
Level 3 measurements include significant unobservable inputs. 

Fair value is defined as the price that would be received 
to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. 
In determining fair value, the company uses various methods 
including market and income approaches. The company utilizes 
valuation models and techniques that maximize the use of 
observable inputs. The models are industry-standard models that 
consider various assumptions including time values and yield 
curves as well as other economic measures. These valuation 
techniques are consistently applied. 

The following is a description of the valuation 
methodologies the company uses to measure financial 
instruments at fair value: 

Marketable Securities - The portfolio of investments is 
primarily valued on a matrix pricing model in which all 
significant inputs are observable or can be derived from or 
corroborated by observable market data such as interest rates, 
yield curves, volatilities, credit risk and prepayment speeds. 

Derivatives — The company’s derivative financial instru- 
ments consist of interest rate swaps and caps, foreign currency 
forwards and cross-currency interest rate swaps. The portfolio is 
valued based on a discounted cash flow approach using market 
observable inputs, including swap curves and both forward and 
spot exchange rates for currencies. 

Financing and Trade Receivables —- Receivables with 
specific reserves established due to payment defaults are valued 
based on a discounted cash flow approach, appraisal values or 
realizable values for the underlying collateral. The related credit 
allowances represent cumulative adjustments to measure those 
specific receivables at fair value. 





27. DERIVATIVE INSTRUMENTS 


It is the company’s policy that derivative transactions are 
executed only to manage exposures arising in the normal course 
of business and not for the purpose of creating speculative 
positions or trading. The company’s credit operations manage 
the relationship of the types and amounts of their funding 
sources to their receivable and lease portfolio in an effort to 
diminish risk due to interest rate and foreign currency fluctua- 
tions, while responding to favorable financing opportunities. 
The company also has foreign currency exposures at some of its 
foreign and domestic operations related to buying, selling and 
financing in currencies other than the local currencies. 

All derivatives are recorded at fair value on the balance 
sheet. Each derivative is designated as a cash flow hedge, a fair 
value hedge, or remains undesignated. All designated hedges are 
formally documented as to the relationship with the hedged 
item as well as the risk-management strategy. Both at inception 
and on an ongoing basis the hedging instrument is assessed as to 
its effectiveness, when applicable. Ifand when a derivative is 
determined not to be highly effective as a hedge, or the 
underlying hedged transaction is no longer likely to occur, or the 
hedge designation is removed, or the derivative is terminated, 
hedge accounting is discontinued. Any past or future changes 
in the derivative’s fair value, which will not be effective as an 
offset to the income effects of the item being hedged, are 
recognized currently in the income statement. 

Certain of the company’s derivative agreements contain 
credit support provisions that require the company to post 
collateral based on reductions in credit ratings. The aggregate 
fair value of all derivatives with credit-risk-related contingent 
features that are in a liability position at October 31, 2009 was 
$13 million. The company, due to its credit rating, has not 
posted any collateral. If the credit-risk-related contingent features 
were triggered, the company would be required to post full 
collateral for this liability position. 

Derivative instruments are subject to significant concen- 
trations of credit risk to the banking sector. The company 
manages individual counterparty exposure by setting limits that 
consider the credit rating of the counterparty and the size of 
other financial commitments and exposures between the 
company and the counterparty banks. All interest rate derivatives 
are transacted under International Swaps and Derivatives 
Association (ISDA) documentation. Some of these agreements 
include collateral support arrangements or mutual put options at 
fair value. Each master agreement permits the net settlement of 
amounts owed in the event of early termination. The maximum 
amount of loss that the company would incur if counterparties 
to derivative instruments fail to meet their obligations, not 
considering collateral received or netting arrangements, was 
$740 million as of October 31, 2009. The amount of collateral 
received at October 31, 2009 to offset this potential maximum 
loss was $81 million. The netting provisions of the agreements 
would reduce the maximum amount of loss the company 
would incur if the counterparties to derivative instruments fail 
to meet their obligations by an additional $88 million as of 
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October 31, 2009. None of the concentrations of risk with 

any individual counterparty was considered significant at 
October 31, 2009. 

Cash Flow Hedges 

Certain interest rate contracts (swaps) were designated as hedges 
of future cash flows from variable interest rate borrowings. 

The total notional amount of these receive-variable/pay-fixed 
interest rate contracts at October 31, 2009 was $2,492 million. 
The effective portions of the fair value gains or losses on these 
cash flow hedges were recorded in other comprehensive income 
(OCD) and subsequently reclassified into interest expense as 
payments were accrued and the contracts approached maturity. 
These amounts offset the effects of interest rate changes on the 
related borrowings. Any ineffective portions of the gains or 
losses on all cash flow interest rate contracts designated as hedges 
were recognized currently in interest expense and were not 
material during any years presented. The cash flows from these 
contracts were recorded in operating activities in the consolidated 
statement of cash flows. 

The amount of loss recorded in OCI at October 31, 2009 
that is expected to be reclassified to interest expense in the next 
twelve months if interest rates remain unchanged is approxi- 
mately $38 million after-tax. These contracts mature in up to 
19 months. There were no significant gains or losses reclassified 
from OCI to earnings based on the probability that the original 
forecasted transaction would not occur. 

Fair Value Hedges 

Certain interest rate contracts (swaps) were designated as fair 
value hedges of fixed-rate, long-term borrowings. The total 
notional amount of these receive-fixed/pay-variable interest rate 
contracts at October 31, 2009 was $6,912 million. The effective 
portions of the fair value gains or losses on these contracts were 
offset by fair value gains or losses on the hedged items (fixed-rate 
borrowings). Any ineffective portions of the gains or losses were 
recognized currently in interest expense and were not material 
during any years presented. The cash flows from these contracts 
were recorded in operating activities in the consolidated 
statement of cash flows. 

The gains (losses) including interest on these contracts and 
the underlying borrowings recorded in interest expense were as 
follows in millions of dollars: 








2009 
Interest rate COMPACTS... cccccsscscsecscsecseescsecscsessessssesesstssesesseeaes $ 453 
BORPOWINOS 5 s3235¢5ccve,cvelseieversvniaracdiiastussusarecan cavaeneatsnansentesneesteooans (617) 





Derivatives Not Designated as Hedging Instruments 

The company has certain interest rate contracts (swaps and caps), 
foreign exchange contracts (forwards and swaps) and cross- 
currency interest rate contracts (swaps), which were not formally 
designated as hedges. These derivatives were held as economic 
hedges for underlying interest rate or foreign currency exposures 
primarily for certain borrowings and purchases or sales of 
inventory. The total notional amount of the interest rate swaps 





was $1,745 million, the foreign exchange contracts was $2,156 
million and the cross-currency interest rate contracts was $839 
million at October 31, 2009. There were also $1,560 million of 
interest rate caps purchased and $1,560 million sold at the same 
capped interest rate to facilitate borrowings through securitiza- 
tion of retail notes at October 31, 2009. The fair value gains or 
losses from the interest rate contracts were recognized currently 
in interest expense and the gains or losses from foreign exchange 
contracts in cost of sales or other operating expenses, generally 
offsetting over time the expenses on the exposures being hedged. 
The cash flows from these non-designated contracts were 
recorded in operating activities in the consolidated statement 
of cash flows. 

Fair values of derivative instruments in the consolidated 
balance sheet at October 31 in millions of dollars follow: 




















2009 
Accounts Payable 
Other and 
Assets Accrued Expenses 
Designated as hedging instruments: 
Interest rate CONMACTS......ccscssesestssesteeesees $ 507 $ 77 
Not designated as hedging instruments: 
Interest rate CONTACTS... cece 43 44 
Foreign exchange Contracts ........cccccecee 17 32 
Cross-currency interest rate contracts.......... 173 1 
Total not designated .......cccccsseeeseeees 233 77 
Total derivatiVes.....ccccseeseseeseeseseeneseens $ 740 $ 154 








The classification and gains (losses) related to derivative 
instruments on the statement of consolidated income consisted 
of the following in millions of dollars: 




















2009 

Fair Value Hedges 
nterest rate contracts — Interest EXPENSE .......cccccecseeeeeestseseeees $ 453 
Cash Flow Hedges 
Recognized in OCI 
Effective Portion): 
nterest rate contracts — OCI (Pretax).....ccccccccsssecsessseerssseeeeees (90) 
Reclassified from OCI 
Effective Portion): 
nterest rate contracts — Interest EXPENSE .......ccccecseeeeeeeseseeeees (84) 
Recognized Directly in Income 
Ineffective Portion)*: 
nterest rate contracts — Interest EXPENSE .......cccececseseseeeeseseseeees * 
Not Designated as Hedges 
nterest rate contracts — Interest expense** (5) 
Foreign exchange contracts — Cost of sales (64) 
Foreign exchange contracts — Other operating expenses” ............. (90) 

lll wiinetneaiiowenasdnihin sh aaaaniadany $ (159) 


* The amount is not material. 
** Includes interest and foreign exchange expenses from cross-currency interest 
rate contracts. 
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28. SEGMENT AND GEOGRAPHIC AREA DATA FOR THE YEARS 
ENDED OCTOBER 31, 2009, 2008 AND 2007 


In April 2009, the company announced it was combining the 
organization and internal reporting of the agricultural equipment 
segment with the commercial and consumer equipment segment. 
The operations were combined into the agriculture and turf 
segment effective at the beginning of the third quarter of 2009. 
By combining the organization of these segments, the company 
expects to achieve greater alignment and efficiency to meet 
worldwide customer needs while reducing overall costs. 

The company further expects the combination will extend 

the reach of turf management equipment, utility vehicles and 
lower horsepower equipment through the improved access to 
established global markets. The segment information has been 
revised for this change. 

The company’s operations are presently organized and 
reported in three major business segments described as follows: 

The agriculture and turf segment manufactures and 
distributes a full line of farm and turf equipment and related 
service parts — including large, medium and utility tractors; 
loaders; combines, cotton and sugarcane harvesters and related 
front-end equipment and sugarcane loaders; tillage, seeding and 
application equipment including sprayers, nutrient management 
and soil preparation machinery; hay and forage equipment, 
including self-propelled forage harvesters and attachments, balers 
and mowers; turf and utility equipment, including riding lawn 
equipment and walk-behind mowers, golf course equipment, 
utility vehicles, and commercial mowing equipment, along with 
a broad line of associated implements; integrated agricultural 
management systems technology; precision agricultural irrigation 
equipment and supplies; landscape and nursery products; and 
other outdoor power products. 

The construction and forestry segment manufactures, 
distributes to dealers and sells at retail a broad range of machines 
and service parts used in construction, earthmoving, material 
handling and timber harvesting — including backhoe loaders; 
crawler dozers and loaders; four-wheel-drive loaders; excavators; 
motor graders; articulated dump trucks; landscape loaders; 
skid-steer loaders; and log skidders, feller bunchers, log loaders, 
log forwarders, log harvesters and related attachments. 

The products and services produced by the segments 
above are marketed primarily through independent retail dealer 
networks and major retail outlets. 

The credit segment primarily finances sales and leases 
by John Deere dealers of new and used agriculture and turf 
equipment and construction and forestry equipment. In addition, 
it provides wholesale financing to dealers of the foregoing 
equipment, provides operating loans, finances retail revolving 
charge accounts, offers certain crop risk mitigation products and 
invests in wind energy generation. 

Certain operations do not meet the materiality threshold 
of reporting and are included in the “Other” category. 


Because of integrated manufacturing operations and 
common administrative and marketing support, a substantial 
number of allocations must be made to determine operating 
segment and geographic area data. Intersegment sales and 
revenues represent sales of components and finance charges, 
which are generally based on market prices. 

Information relating to operations by operating segment 
in millions of dollars follows. In addition to the following 
unaffiliated sales and revenues by segment, intersegment sales 
and revenues in 2009, 2008 and 2007 were as follows: 
agriculture and turf net sales of $32 million, $40 million and 
$75 million, construction and forestry net sales of $4 million, 
$8 million and $9 million, and credit revenues of $248 million, 
$257 million and $276 million, respectively. 





OPERATING SEGMENTS 2009 2008 2007 





Net sales and revenues 
Unaffiliated customers: 








Agriculture and turf net sales............0.. $ 18,122 $20,985 $16,454 
Construction and forestry 
NL] SY | (o1S 2,634 4,818 5,035 
Total net Sal@S..ccc ccc eee 20,756 25,803 21,489 
Credit reVENUES wo. cece ce cece eereees 1,930 2,190 2,094 
Other reVENUES™ .......ccccceeseeseseeseseeeseeees 426 445 499 
MOA, 2x. ccsirsbicetes divides teciadltdcibadsisectestscaeee $ 23,112 $28,438 $24,082 








* Other revenues are primarily the Equipment Operations’ revenues for finance 
and interest income, and other income as disclosed in Note 31, net of certain 
intercompany eliminations. 





Operating profit (loss) 




















Agriculture and turf....c.c.cccccsceceesteceeeceee $ 1,448 $ 2461 $ 1,747 
Construction and fOrestry......cccceeeeeeees (83) 466 571 
GHOGIU s2sesce. cc tpcees caste, etsuaeiig Soesavaciede tees 223 478 548 
OUCH Asctvteas as tosrtem asus 19 15 5 

Total operating Profit... 1,607 3,420 2,871 
INTSFESL INCOME: s issscrtastacviaratsiaiseseeaneiees 46 87 103 
Investment income 10 15 
Interest EXPENSE .........:ceceesssssesessesssssesseees (163) (184) (181) 
Foreign exchange gain (loss) from 

equipment operations’ financing 

ACTIVIMOS #5 .cvantosvaresavnsdestunvheatishcetededeseeds (40) (13) 3 
Corporate expenses — Net... cesses (117) (156) (166) 
INCOME TAXES .....cccecsescscscsssseterssseseeeeseees (460) = (1,111) (883) 

i (0) fc eeepeeeneeneeoneer ere ee eet eee reer (734) (1,367) (1,049) 
Net income... ccna $ 873 $ 2,053 $ 1,822 








* Operating profit of the credit business segment includes the effect of its interest 
expense and foreign exchange gains or losses. 











Interest income* 

Agriculture and turf......c.cccecsceceesceceseeeee $ 28 $ 17 $ 16 

Construction and forestry 4 3 4 

1G] gle lia preeeenere teeter ecereeeeer ee eeereter ree 1,584 1,753 1,758 

016) 010) (2) (: eee 46 87 103 

INCOR COMPANY ca: sciesesiessescssssacsesesesacssentane sess (273) (288) (293) 
TOU es oictis 2c secntaeetl eeteenssa dasa: $ 1,389 $ 1,572 $ 1,588 














* Does not include finance rental income for equipment on operating leases. 
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OPERATING SEGMENTS 2009 2008 2007 
Interest expense 
Agriculture and turf......ccccccccceesceceeseeee $ 208 $ 198 $ 208 
Construction and fOrestry.......ccceeeeeees 19 34 39 
Credit 925 1,009 1,017 
Corporate 163 184 181 
INCEFCOMPANY ......cececesscsesesessseescsesssetetseeees (273) (288) (294) 
0): eee eee eee eee ee eee $ 1,042 $ 1137 $ 1,151 











Depreciation* and amortization 





expense 
Agriculture and turf......c.ccccccccececsceceeseeee $ 4388 $ 403 $ 354 
Construction and fOrestry......cccsceseeeeees 78 81 15 
CHOU s2ssachecsevcesddeeegssannes enegnseonersanereenin tes 357 347 315 
MLOUGANS <, osccacexsszszensutysacincsenedeteaeeeieresiencs $ 873 $ 831 $ 744 








* Includes depreciation for equipment on operating leases. 





Equity in income (loss) of 
unconsolidated affiliates 























Agriculture and turf......ccccccceceescsteeseeee $ 14 $ 17 $ 13 
Construction and fOrestry.......cceceseeeeees (21) 22 16 
CHOU isescsaXacessacssieczensssessenctotssatesandcuestsbie 1 1 
TOU iss crsisitt erases rdienat cancers $ (6) $ 40 $ 29 
Identifiable operating assets 
Agriculture and turf....c.cccccccecesesceteeseeee $ 6526 $ 7,041 $ 5916 
Construction and forestry.. 2,132 2,356 2,334 
CROC xsxscisiensreecacies 25,698 24,866 23,518 
QUHET sc cscatssidscssoensiets: 266 259 193 
GORDOPELG? vcs sc sx vasaeay ceeazasteages daznsacnseisser’ 6,511 4,213 6,615 
i (0) Fc] Meera eee eeree rere ee eee $ 41,133 $38,735 $38,576 








* Corporate assets are primarily the Equipment Operations’ retirement benefits, 
deferred income tax assets, marketable securities and cash and cash equivalents 
as disclosed in Note 31, net of certain intercompany eliminations. 


Capital additions 
Agriculture and turf......c.ccccccececsceceeseeee $ 702 $ 680 $ 471 
Construction and forestry. 95 108 118 
Ch OC ities secctereresstsceczinss 1 359 475 


TOA estisiecrstsas ieee tiie cadiavadsaenniave 798 1,147 1,064 





















Investment in unconsolidated affiliates 














Agriculture and turf........... $ 57 $ 48 $ 41 
Construction and forestry. 149 171 104 
CCTOOML sis fenstuazneatstanarsety ate Serta arate aee 7 5 5 

TOL iss casera dihisccineeniara ities 213 224 $ 150 











The company views and has historically disclosed its 
operations as consisting of two geographic areas, the U.S. and 
Canada, and outside the U.S. and Canada, shown below in 
millions of dollars. No individual foreign country’s net sales 












































29. SUPPLEMENTAL INFORMATION (UNAUDITED) 


Common stock per share sales prices from New York Stock 
Exchange composite transactions quotations follow: 




























































and revenues were material for disclosure purposes. First Second = Third Fourth 
Quarter Quarter Quarter Quarter 
GEOGRAPHIC AREAS 2009 2008 2007 
Net sales and revenues $ 45.99 $ 42.88 $ 47.05 $ 48.38 
Unaffiliated customers: $ 28.77 $ 2483 $ 35.31 $ 41.13 
U.S. and Canada: 
Equipment Operations $ 94.69 $93.35 $9019 $ 73.47 
Net SAleS (88%)* vce $13,022 $15,068 $ 13,829 $ 70.76 $7915 $64.01 $ 29.89 
Financial Services revenues (83%)*... 1,801 1,997 1,925 
TOtalliees cies ieatera tenet: 14,823 17,065 15,754 At October 31, 2009, there were 27,925 holders of record 
Outside U.S. and Canada: of the company’s $1 par value common stock. 
Equipment Operations net sales......... 7,134 10,735 7,660 Quarterly information with respect to net sales and 
Financial Services revenues............. 227 273 234 revenues and earnings is shown in the following schedule. 
TEA ccoconccertdeosvncerestssstasaiouaa'’x 7.961 11,008 7,894 The company’s fiscal year ends in October and its interim periods 
GR SeSGT Bares nec, cseeceeasixees 328 365 134 (quarters) end in January, April and July. Such information is 
shown in millions of dollars except for per share amounts. 
OU All siscteattescdsenefeisessteteeence euececsenie $23,112 $28,438 $ 24,082 
* The percentages indicate the approximate proportion of each amount that relates to hs oe ale eam 
the U.S. only and are based upon a three-year average for 2009, 2008 and 2007. ra Quarter Quarter Quarter Quarter 
Operating profit Net sales and reVenU@S....sccsscecseessees $ 5146 $ 6,748 $5,884 $5,334 
U.S. and Canada: CLC | ee ee ea a re 4,560 6,187 5,283 4,726 
Equipment Operations ......0.. ee $ 1129 $ 1,831 $ 1,539 GLOSS PIOfit ...ccsccceccssssssssseeeesssssseeeees 1,018 1,430 1,225 828 
Financial Services «sees 156 418 486 ncome (loss) before income taxes... 274 612 509 (55) 
TOtal .occccccccceccceccscesveseecseteseeteeeeeees 4,285 2,249 2,025 Net INCOME (lOSS).......ccccceeeeeeeseeees 204 472 420 (223) 
Outside U.S. and Canada: Net income (loss) per share 
Equipment Operations .........ccccceeee 236 1,096 7719 ~ basic ee as 48 112 99 (53) 
Financial ServiCeS ......cccccsecsesecseeeeee 86 75 67 Net MEO (loss) per share 
CITED 2tecs.ciicianaianas 48 1.11 .99 (.53) 
TOLD eesessestttessseeettteneceettteenseee 322 1171 846 Dividends declared per share ........... 28 28 28 28 
Ota vissetnescucetascaaytete iattenats deincerded inert $ 1,607 $ 3,420 $ 2,871 Dividends paid per share... 28 56 oe 28 
2008* 
Property and equipment Net sales and reV@NUCS....sccsssecseeeeees $5,201 $8,097 $ 7,739 $ 7,401 
Ue eae eae eee $ 2,907 $ 2,831 $ 2,283 Net sales 4531 7,469 7,070 6,734 
GOPMANY eee eetess eet 442 360 381 Gross profit 1169 1,960 1,648 1,452 
Other COUNTIES... eset 1,183 937 870 ncome before income taxes..... 531 1163 869 561 
7 C6] | ee ae en oe a ce OC $ 4532 $ 4128 $ 3,534 Net INCOME.....cccceeceeseceeeeseeseees 369 764 575 345 
Net income per share — basic 84 1.76 1.34 81 
Net income per share — diluted......... 83 1.74 1.32 81 
Dividends declared per share........... 25 29 28 .28 
Dividends paid per Share........cc.cee 25 29 25 28 
Net income per share for each quarter must be computed independently. As a result, 
heir sum may not equal the total net income per share for the year. 





* See Note 5 for “Special Items.” 
** Due to the dividend payment dates, two quarterly dividends of $.28 per share were 
included in the second quarter of 2009. 


30. SUBSEQUENT EVENTS 


A quarterly dividend of $.28 per share was declared at the 
Board of Directors meeting on December 2, 2009, payable on 
February 1, 2010 to stockholders of record on December 31, 
2009 (see Note 2). 








31. SUPPLEMENTAL CONSOLIDATING DATA 


INCOME STATEMENT 
For the Years Ended October 31, 2009, 2008 and 2007 
(In millions of dollars) 



















































































EQUIPMENT OPERATIONS* FINANCIAL SERVICES 
2009 2008 2007 2009 2008 2007 

Net Sales and Revenues 
INGESAIES icccsscalac ited ais secitvels cei aniants stecitais nasaaeaerigaaentemienn? $ 20,7561 $25,803.5 $21,489.11 
Finance and interest INCOME wo... cccecceceseessssesesesesesesesesesereees 717 106.7 123.4 $ 2,037.3 $2,2497 $ 2,225.2 
QUMEN INCOME: ie scace.crcsitsionttsencacattvas cssatisacciaatisachiaetinnesiatemsatantees 3371 366.9 403.7 246.0 282.3 214.3 

NO tal a3 eicctetetet ade san tatecvans rad eaate teats estes evisu aero 21,170.9 26,2771 22,016.2 2,283.3 2,532.0 2,439.5 
Costs and Expenses 
GOSUON SACS: sce cessaexsenesiacxacesiveceanagavatass sas ieneea cas vanes cas passa carecs 16,256.9 19,576.2 16,254.0 
Research and development expenses...........06 977.0 943.1 816.8 
Selling, administrative and general expenses .... 2,262.4 2,517.0 2,237.0 528.3 451.9 390.8 
INt@reSt EXPENSE .......cecccscsessecsserssesseessestssssseeenensseseeseasnessensedeness 162.6 183.9 181.2 924.8 1,008.8 LOIS 
Interest compensation to Financial ServiC@S.......c.cccsceeccereeeees 227.9 232.4 246.4 
Other operating EXPENSES .......cccceccceeseeseseetesssseeetersteseeeeees 186.1 192.7 157.8 588.5 579.3 478.8 

MOU hs2esesees cecssacysnecseatssssacseevsacgectetaaacetaruncsess euseessererescessesss 20,072.9 23,645.3 19,893.2 2,041.6 2,040.0 1,886.9 
Income of Consolidated Group before 

INCOME TaXeS ..0...0..ccccccccccecccsccsecesecscseseseesecscssssstseeeeassees 1,098.0 2,631.8 2,123.0 241.7 492.0 552.6 
PrOoviSiOn fOr INCOME TAXES ......c.cccseesecsesecsesecsssecsssecasetsassecassteass 420.3 955.6 693.8 39.7 155.6 189.3 
Income of Consolidated Group...................ccccccceceeeeees 677.7 1,676.2 1,429.2 202.0 336.4 363.3 
Equity in Income of Unconsolidated 

Subsidiaries and Affiliates 

GCC ieee sree teat excesses cetsc da tetacsuee tented aeseetatesaaav eens ates cantons 189.7 327.5 360.8 ‘5 1.0 4 

UNG Iissssceciesesastcectchteraaiadaatieav ind hae adetiea sie eeied neta 6.1 491 31.7 

WOtalsicsn ike haihainnitaestcinik wideeisiesiate ene 195.8 376.6 392.5 5 1.0 4 

Net INCOME 28:2: cesecchisiataniiedidaniadndon mean $ 8735 $ 2,052.8 $ 1,821.7 $ 2025 $ 3374 $ 3637 




















* Deere & Company with Financial Services on the equity basis. 


The supplemental consolidating data is presented for informational purposes. The “Equipment Operations” reflect the basis of consolidation described in Note 1 
to the consolidated financial statements. The consolidated group data in the “Equipment Operations” income statement reflect the results of the agriculture and 
turf operations and construction and forestry operations. The supplemental “Financial Services” data represent primarily Deere & Company’s credit operations. 
Transactions between the “Equipment Operations” and “Financial Services” have been eliminated to arrive at the consolidated financial statements. 
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31. SUPPLEMENTAL CONSOLIDATING DATA (continued) 


BALANCE SHEET 
As of October 31, 2009 and 2008 
(In millions of dollars except per share amounts) 














































EQUIPMENT OPERATIONS* 
2009 2008 
ASSETS 
Cash and cash @qUuivalents.........ccccccccccscsssssscescsceceseaessscssssssessessacersscatessssseseease $ 3,689.8 $ 1,034.6 
Marketable S@CUIItICS ........c.cccccccsscecsececseseesecscsesetsesseseeeesees i 799.2 
Receivables from unconsolidated subsidiaries and affiliates.. 461.4 976.2 
Trade accounts and notes receivable - net a 775.4 1,013.8 
Financing receivables - Net .....ccccceeceeeeees es 5.4 10.4 
Restricted financing receivables - net............. is 
OMEN TECEIVADIES sis cccsssciartesdevsnucarevarngeativuesdacommnrgetacin see neabeageatuavanniaaainaciiciae 134.4 599.3 
Equipment on: operating |6aS@S'= NEt wiccsscscesvessecsasveeescessscvecesuesvscecveecescseusvaes oetveeeds 
IVOFION GS heise ceeSvcrtSactivttassveiveetentnecineaeeiibeeein iets sets 2,397.3 3,041.8 
Property and equipment - Net ......ccccceeeececseseseeseeetsseeeees eis 3,457.2 2,991.1 
Investments in unconsolidated subsidiaries and affiliates wl 3,164.6 2,811.4 
GOOGWII ci.cvfscctsivacsictscastanstsncece: tictactoetinnadteetsssestncdivanecheveees et 1,036.5 1,224.6 
Other intangible assets - net a 136.3 161.4 
Retirement Dene fits oo. cece ecsccsecsscssssssessesecssesssressssresessisussissisrsses 93.2 1,101.6 
Deferred INCOME taX@S vo... cccccccccccesccsccscessescsscessescuseesersrseesersiseesrsersersrererees 2,932.9 1,479.4 
UME: ASSELS  sscentaatresscsstvtiaspanaavenetatases sa aguanrasuamianessanaaheanagaarieanamaeeiuaanaesanrines 399.6 456.7 
B00) Ch) $ 19,284.0 $ 17,701.5 
LIABILITIES AND STOCKHOLDERS’ EQUITY 
LIABILITIES 
Short-term DOPrOWINGS.....c.ccccceccccscesescstesestsesesteeseateseeeseee a. $ 489.7 $ 2179 
Payables to unconsolidated subsidiaries and affiliates wih 54.9 169.2 
Accounts payable and accrued @XPeNnseS........cccccseeeeees = 4,614.0 5,675.8 
Deferred INCOME taX€S.....c.cccccsscscsesecsssecsssecsssecsssecsssecassessesevsssessseecassecassesssseeaseneas 93.7 99.8 
LOMG-TEFM DOKTOWINGS ....s:cccsessscseecsescsecsessnsssssssessassaecsssusassssssssatssusdevaesevtssciesniisess 3,072.5 1,991.5 
Retirement benefits and other liabilities woo. ec ecccsecsccssesecsecsssseseesieereses 6,140.5 3,014.6 
Total ADIOS ooo. ccc ccccececececscsesesecesscscseseseseerscsssssesesetecsssssseerasasisinets 14,465.3 11,168.8 
Commitments and contingencies (Note 22) 
STOCKHOLDERS’ EQUITY 
Common stock, $1 par value (authorized — 1,200,000,000 shares; 
issued — 536,431,204 shares in 2009 and 2008), at paid-in amount............... 2,996.2 2,934.0 
Common stock in treasury, 113,188,823 shares in 2009 
and 114,134,933 shares in 2008, at cost (5,564.7) (5,594.6) 
Retained earnings 10,980.5 10,580.6 
Accumulated other comprehensive income (loss): 
Retirement benefits adjUStMENt...cississccssssescaeseessssavedesssaesdsveecssedeasaveesssearvinees (3,955.0) (1,418.4) 
Cumulative translation adjuStMe@nt .icsccisscscscccvseccssscvssatsecsdseeseeccdsssvisssvevsvecscveanvs 400.2 73.4 
Unrealized l0SS: 0 G6rVatiVeS siscicivsdessevseceie ses sdesnevssetiescte daeediaiveassaierdeas aeiedes (44.1) (40.1) 
Unrealized gain (l0SS) ON INVESTMENTS. ......cccccesececsceesessseeecstsssssesescssssesseeeeees 5.6 (2.2) 
Accumulated other comprehensive inCOME (lOSS) ......cccccceccsceeeseeeteeeseseees (3,593.3) (1,387.3) 
Total StockhOlders CQUITY vs ssstecitensderetanvees cover denver denen aude sanieens 4,818.7 6,532.7 
Total Liabilities and Stockholders’ Equity «0.0.0.0... ccc $ 19,284.0 $ 17,701.5 








* Deere & Company with Financial Services on the equity basis. 





























FINANCIAL SERVICES 
2009 2008 
$ 961.9 $ 1,176.8 

192.0 178.3 
2,345.5 2,664.6 
15,249.3 16,006.6 
3,108.4 1,644.8 

130.8 677 
1,733.3 1,638.6 
1,075.1 1136.6 

6.5 5.5 

10.2 5.4 

917 80.2 
1,059.3 519.6 

$ 25,964.0 $ 25,124.7 
$ 6,669.2 $ 8,302.7 

422.9 931.5 
1,262.8 1,165.2 

293.4 191.0 
14,319.2 11,906.9 

38.2 34.8 
23,0057 22,5321 
1,679.1 1,617.4 
1,179.9 979.3 

137.8 39.2 

(44.1) (40.1) 

5.6 (2.9) 

99,3 (3.8) 

2,958.3 2,592.6 
$ 25,964.0 $ 25,1247 








The supplemental consolidating data is presented for informational purposes. The “Equipment Operations” reflect the basis of consolidation described in 
Note 1 to the consolidated financial statements. The supplemental “Financial Services” data represent primarily Deere & Company’s credit operations. 


Transactions between the “Equipment Operations” and “Financial Services” have been eliminated to arrive at the consolidated financial statements. 
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31. SUPPLEMENTAL CONSOLIDATING DATA (continued) 


STATEMENT OF CASH FLOWS 
For the Years Ended October 31, 2009, 2008 and 2007 
(In millions of dollars) 


EQUIPMENT OPERATIONS* FINANCIAL SERVICES 
2009 2008 2007 2009 2008 2007 








Cash Flows from Operating Activities 
NGINGCOMG 2 ccés:2cetaerssiescit ie cir netee em anannaiauncieae $ 873.5 $ 2,052.8 $ 1,821.7 $ 2025 $ 3374 $ 363.7 









































































Adjustments to reconcile net income to net cash 
provided by operating activities: 
Provision for doubtful receivables .........ccccccceeeeeeeteeeeee 35.3 10.6 15 196.5 84.7 63.5 
Provision for depreciation and amortization 516.2 483.9 429.2 409.0 414.3 374.6 
Goodwill impairMent Charge... 289.2 
Undistributed earnings of unconsolidated subsidiaries 
ANC APTIALOS .,.....cssscesecescseserscsssssconsvssenesecvesssersscenspessianees (195.1) 210.3 207.7 (.5) (1.1) (.3) 
Provision (credit) for deferred inCOME TAXES... 83.2 51.8 39.1 88.4 37.9 (43.3) 
Changes in assets and liabilities: 
REGCIVADIGS ses sess; csacascs ces ezuresexasacpsscocsatnasapasennaecceaedesacnsedes 325.9 (47.6) (38.8) 1.2 1.4 (17.0) 
IIVONLOMIGS. s.2e5 acai sasdscciecetdsesucssateaincestaedassveteisaedeanenesetacs 773.0 (888.9) (87.9) 
Accounts payable and accrued expenses (1,127.2) 540.9 329.8 18.1 155.8 104.0 
Accrued income taxes payable/receivable ........cccccceeecees (247.0) 72.4 (5.1) 12.9 20.4 15.6 
REtIFC MONT DEMETIES :. iesseisccssat sats cestisciesassesveradenasiiedennasedts (25.7) (139.8) (172.1) (2.1) 6.7 9.0 
OUMG I sessed cansnsalatsedeedsecinsassscaisenenstassaeaqjs ber chueasterddiapsierrieasie 123.3 18.7 157.6 (29.4) (117.7) (18.8) 
Net cash provided by operating activities... 1,424.6 2,365.1 2,688.7 896.6 939.8 851.0 
Cash Flows from Investing Activities 
Collections of reCe@ivableS oo... ccc ccc cecsecsecsecececesessscseeseress 33,791.5 35,2849 30,1781 
Proceeds from sales of financing receivables ........ccccececeeseeees 34.0 88.8 229.9 
Proceeds from maturities and sales of marketable securities....... 803.4 1,685.9 2,453.5 21.7 52.6 5.0 
Proceeds from sales of equipment on operating leases .............. 477.3 465.7 355.2 
Proceeds from sales of businesses, net of cash Sold... 42.0 77.2 
Cost of receivables ACQUITED ......c..cccceesesetecseseseesetsessssssseeeeas (33,698.9) (36,357.0) (31,195.0) 
Purchases of marketable securities (7.6) (1,059.0) (2,200.8) (22.0) (82.4) (50.8) 
Purchases of property and equipment (788.0) (772.9) (557.3) (118.7) (339.4) (465.2) 
Cost of equipment on operating leases ACQUIFed .........cceceeecees (834.4) (910.2) (825.6) 
ncrease in investment in Financial ServiCeS.........cccseceeeeeees (60.0) (494.7) (108.3) 
Acquisitions of businesses, net of cash acquired... (49.8) (252.3) (189.3) 
(20.7) (28.5) 4 18.8 (34.9) 48.6 
Net cash used for investing ACtiVitieS .......cccseeeceeeeees (122.7) (879.5) (513.9) (330.7) (1,831.9) (1,719.8) 
Cash Flows from Financing Activities 
Increase (decrease) in short-term DOrrOWINGS .......ccceeeeseeeeees (52.2) 77.5 (208.0) (1,332.6) (490.5) 307.5 
Change in intercompany receivables/payables ........cccccceecees 550.9 (568.8) 67.6 (550.9) 568.8 (67.6) 
Proceeds from long-term borrowings 1,384.8 4,898.0 6,320.2 4,283.8 
Payments of long-term DOFrOWINGS .......ceccecseeeesecstsseseseeeees (75.6) (20.1) (7.8) (3,754.7) = (4,565.3) = (3,128.7) 
Proceeds from issuance of COMMON StOCK.........ccccceceeeeeeeees 16.5 108.9 285.7 
Repurchases Of COMMON SHOCK ........cceseeeeeeceeeees (3.2) (1,677.6) (1,517.8) 
Capital investment from Equipment Operations 60.0 494.7 108.3 
DIVIGENAS Pal sscisacesencescocteteencuetetavrnrtatieiti.divien tiated (473.4) (448.1) (386.7) (565.3) (588.1) 
Excess tax benefits from share-based compensation............0006 4.6 72.5 102.2 
QUEM ccacasesteyes teseeceatsasenievetonteateveeds athe vthasst A taacesaas eactementers (25.8) Jj 3.7 (116.1) (26.2) (14.9) 
Net cash provided by (used for) financing activities......... 1,326.6 (2,455.6) (1,661.1) (796.3) 1,736.4 900.3 
Effect of Exchange Rate Changes on Cash 
and Cash Equivalents .......0...0...ccccccccceeeeeesneeee 26.7 (15.0) 29.2 15.5 73.4 16.8 
Net Increase (Decrease) in Cash and Cash Equivalents ..... 2,655.2 (985.0) 542.9 (214.9) 917.7 48.3 
Cash and Cash Equivalents at Beginning of Year................ 1,034.6 2,019.6 1,476.7 1,176.8 259.1 210.8 
Cash and Cash Equivalents at End of Year..............0....0.0... $ 36898 $ 10346 $ 2019.6 $ 9619 $ 11768 $ 2591 

















* Deere & Company with Financial Services on the equity basis. 


The supplemental consolidating data is presented for informational purposes. The “Equipment Operations” reflect Deere & Company with Financial Services 
on the Equity Basis. The supplemental “Financial Services” data represent primarily Deere & Company’s credit operations. Transactions between the 
“Equipment Operations” and “Financial Services” have been eliminated to arrive at the consolidated financial statements. 
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DEERE & COMPANY 


SELECTED FINANCIAL DATA 
(Dollars in millions except per share amounts) 





























2009 2008 2007 2006 2005 2004 2003 2002 2001 2000 
Net Sales and reVENUES.......c.ccscceesteesteeseseeeees $23,112 $28,438 $24,082 $22148 $21,191 $19,204 $14,856 $13,296 $12,694 $12,650 
NGUSAIGS ios. cscsseceseessercvissansteuistarensstieens aeesacndes 20,756 25,803 21,489 19,884 19,401 17,673 = 13,349 11,703 11,077 11,169 
Finance and interest INCOME uu... ccc eee 1,842 2,068 2,055 1,777 1,440 1,196 1,276 1,339 1,445 1,321 
Research and development expenses... 977 943 817 726 677 612 5/7 528 590 542 
Selling, administrative and general expenses ...... 2,781 2,960 2,621 2,324 2,086 1,984 1,623 1,546 1,609 1,407 
IMtTEST EXPENSE iis: cevsccssrscvsecses crtacten eset ne eeeseeny 1,042 1,137 1,151 1,018 761 592 629 637 766 677 
Income (loss) from continuing operations............ 873 2,053 1,822 1,453 1,414 1,398 620 296 (83) 470 
Net INCOME (IOSS) ....:.:ssscecssesesssessesssessesessseseesess 873 2,053 1,822 1,694 1,447 1,406 643 319 (64) 486 
Return OM Net SAlOSic.cc.cccsseecssesessesssssssevseesseessess 4.2% 8.0% 8.5% 8.5% 7.5% 8.0% 4.8% 2.1% (.6)% 4.3% 
Return on beginning stockholders’ equity ........... 13.4% 28.7% 24.3% 24.7% 22.6% 35.1% 20.3% 8.0% (1.5)% 11.9% 
Income (loss) per share from 
continuing operations — DaSiC.........ccccceeee $ 207 $ 476 $ 405 $ 311 $ 290 $ 282 $ 129 $ 62 $ (18) $ 1.01 
= GHUOM sasseescesssiescseees 2.06 4.70 4.00 3.08 2.87 2.16 1.27 61 (18) 1.00 
Net income (loss) per share — DaSIC ........ceeeeee 2.07 4.76 4.05 3.63 2.97 2.84 1.34 67 (14) 1.04 
— diluted... 2.06 4.70 4.00 3.59 2.94 2.18 1.32 .66 (14) 1.03 
Dividends declared per Share .......cccccseeceecees 112 1.06 91 18 6012 53 44 A4 44 A4 
Dividends paid per share 1.12 1.03 8512 14 59 .50 44 A4 A4 A4 
Average number of common 
shares outstanding (in millions) — basic.......... 422.8 4314 449.3 466.8 486.6 494.5 480.4 476.4 470.0 468.6 
—diluted........ 424.4 436.3 455.0 471.6 492.9 506.2 486.7 481.8 473.5 472.0 
TOLAl ASSES vei. ccidesisidevcensteeineniaenns $41,133 $38,735 $38,576 $34,720 $33,637 $28,754 $26,258 $23,768 $22,663 $20,469 
Trade accounts and notes receivable — net......... 2,617 3,235 3,055 3,038 3,118 3,207 2,619 2,134 2,923 3,169 
Financing receivables — net 15,255 16,017 = 15,631 14,004 12,869 11,233 9,974 9,068 9,199 8,276 
Restricted financing receivables — net..........006 3,108 1,645 2,289 2,371 1,458 
Equipment on operating leases — Net........ce 1,733 1,639 1,705 1,494 1,336 1,297 1,382 1,609 1,939 1,954 
VONILOMOS £5 cscs ease seveeecatscetsdes estes stem Geaatesss 2,397 3,042 2,337 1,957 2,135 1,999 1,366 1,372 1,506 1,553 
Property and equipment — Net... 4,532 4128 3,534 2,764 2,343 2,138 2,064 1,985 2,037 1,893 
Short-term borrowings: 
Equipment Operations .......cccceeccesseeeees 490 218 130 282 678 312 5/7 398 773 928 
Financial ServiCes .......ccssecsesessesteeeseseeees 6,669 8,303 9,839 7,839 6,206 3,146 3,770 4,039 5,425 4831 
TOMA stgetis oahet se ctasdanecteeteseaetatehertpsacuna ites 7,159 8,521 9,969 8,121 6,884 3,458 4,347 4,437 6,198 5,759 
Long-term borrowings: 
Equipment Operations .........cccccesteeeneeee 3,073 1,992 1,973 1,969 2,423 2,128 2,727 2,989 2,210 1,718 
Financial S@rviCeS ......ccceescscessessesteseessseeees 14,319 11,907 9,825 9,615 9,316 8,362 7,677 5,961 4,351 3,046 
(0): eae ner een eee eee 17,392 13,899 11,798 = 11,584 11,739 11,090 10,404 8,950 6,561 4,764 
Total stockholders’ equity 4,819 6,533 7,156 7,491 6,852 6,393 4,002 3,163 3,992 4,302 
Book value per SNAre .....sccscescseesesseesteeseeneeeens $ 11.39 $ 15.47 $ 16.28 $ 1648 $ 1446 $ 1295 $ 822 $ 662 $ 841 $ 917 
Capital expenditures ....0.c.cccccccceesceeseeteeeteees $ 767 $ 1117 $ 1025 $ 774 $ 512 $ 364 $ 313 $ 358 $ 495 $ 419 
Number of employees (at year end)... 51,262 56,653 52,022 46,549 47,423 46,465 43,221 43,051 45,069 43,670 
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FORESTRY DIVISION 


MICHAEL J. MACK, JR. (23) 
President 


DOMENIC G. RUCCOLO (19) 
Senior Vice President, Sales & Marketing 


RANDAL A. SERGESKETTER (29) 
Senior Vice President 
Engineering and Manufacturing 


JOHN DEERE CREDIT 


JAMES A. ISRAEL (30) 
President 


MICHAEL J. MATERA (1) 
Senior Vice President and Finance Director 


DANIEL C. MCCABE (35) 
Senior Vice President, Sales & Marketing, U.S. and Canada 


STEPHEN PULLIN (15) 
Senior Vice President, International Lending 


LAWRENCE W. SIDWELL (10) 
Senior Vice President, Credit & Operations, U.S. and Canada 


MARTIN L. WILKINSON (32) 
Senior Vice President, John Deere Renewables 











() Figures in parentheses represent complete years of company 
service through 1/1/10; assignments as of 1/1/10. 
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Directors from left: David B. Speer, Dipak C. Jain, Clayton M. Jones, Crandall C. Bowles, Thomas H. Patrick, Samuel R. Allen, Robert W. Lane, Vance D. Coffman, 
Charles O. Holliday, Jr., Aulana L. Peters, Joachim Milberg, Richard B. Myers 


BOARD OF DIRECTORS 





SAMUEL R. ALLEN* 
President and Chief Executive Officer 
Deere & Company 


CRANDALL C. BOWLES (13) 
Chairman, Springs Industries, Inc., 
Chairman, The Springs Company 
home furnishings 


VANCE D. COFFMAN (5) 

Retired Chairman 

Lockheed Martin Corporation 

aerospace, defense and information technology 


CHARLES O. HOLLIDAY, JR. (2) 

Chairman 

DuPont 

agriculture, electronics, materials science, 
safety and security, and biotechnology 


DIPAK C. JAIN (7) 

Professor of Entrepreneurial Studies 

Professor of Marketing 

Dean Emeritus, Kellogg School of Management 
Northwestern University 


CLAYTON M. JONES (2) 

Chairman, President and Chief Executive Officer 
Rockwell Collins, Inc. 

aviation electronics and communications 


ROBERT W. LANE (9) 
Chairman 
Deere & Company 


JOACHIM MILBERG (6) 

Chairman, Supervisory Board 
Bayerische Motoren Werke (BMW) AG 
motor vehicles 


RICHARD B. MYERS (3) 

Retired Chairman, Joint Chiefs of Staff 

Retired General, United States Air Force 

principal military advisor to the President, the 

Secretary of Defense, and the National Security Council 


THOMAS H. PATRICK (9) 
Chairman 

New Vernon Capital, LLC 
private equity fund 


AULANA L. PETERS (7) 
Retired Partner 

Gibson, Dunn & Crutcher LLP 
law firm 


DAVID B. SPEER (1) 

Chairman and Chief Executive Officer 
Illinois Tool Works Inc. 

engineered components, industrial systems 
and consumables 


() Figures in parentheses represent complete years 
of board service through 1/1/10; positions as of 1/1/10. 
* Joined board in 2009 





COMMITTEES 

AUDIT REVIEW COMMITTEE CORPORATE GOVERNANCE COMMITTEE PENSION PLAN OVERSIGHT COMMITTEE 
Charles O. Holliday, Jr., Chair Crandall C. Bowles, Chair Thomas H. Patrick, Chair 

Dipak C. Jain Vance D. Coffman Dipak C. Jain 


Joachim Milberg 
Thomas H. Patrick 
Aulana L. Peters 


COMPENSATION COMMITTEE 
Vance D. Coffman, Chair 
Crandall C. Bowles 

Clayton M. Jones 

Richard B. Myers 

David B. Speer 


Charles O. Holliday, Jr. 
Joachim Milberg 
Aulana L. Peters 


EXECUTIVE COMMITTEE 
Robert W. Lane, Chair 
Crandall C. Bowles 
Vance D. Coffman 
Charles O. Holliday, Jr. 
Thomas H. Patrick 











Clayton M. Jones 
Richard B. Myers 
David B. Speer 


Positions as of 1/1/10 
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@ JOHN DEERE 


Deere & Company 

One John Deere Place 
Moline, Illinois 61265 
phone: 309.765.8000 
www.JohnDeere.com 


DEERE & COMPANY 
2009 HIGHLIGHTS 


— Focus on cost and asset management 
keeps company solidly profitable in global 
economic downturn; earnings total 

$873 million on total sales and revenues 
of $23.1 billion. 


— Aiming for increased agility and 
efficiency, company merges agricultural, 
commercial and consumer operations into 
Agriculture and Turf Division. 


— C&F Division and Ashok Leyland form 
joint venture to manufacture and market 
backhoes and four-wheel-drive loaders in 
India and other markets. 


— Plans announced for manufacturing 
and parts center in Russia as part of focus 
on growth in Eastern Europe and CIS 
countries. 


— Deere innovations receive 6 medals, 
including gold medal for new steering 
concept, at 2009 Agritechnica trade fair, 
in Germany. 


— Showing commitment to continuously 
improving customer service, John Deere 
Parts opens additional distribution 
centers in U.S. and Brazil. 


— Construction begins on European 
Technology and Innovation Center in 
Kaiserslautern, Germany. 


— Benefiting from strong portfolio quality, 
John Deere Credit remains solidly 
profitable in face of global financial crisis. 


— Company ranked 14th in leadership 
development among organizations 
worldwide by study in Fortune magazine. 


— Deere listed among world’s 50 most- 
admired companies in survey of 4,000 
executives, directors, and securities 
analysts by Hay Group. 





New 8R series bolsters company’s lineup of 
high-powered row crop tractors. Series 
comprises nine wheeled and tracked 
models ranging from 225 to 345 hp, 
including 8345R shown. Tractors have 
easier-to-use information displays and 
controls and bigger cabs, while 
maintaining fuel-efficiency and drive-train 
features of predecessor machines in 8000 
series. 


Focused on high productivity, cabs of 
E-series cut-to-length forestry machines, 
like 1170E harvester shown, turn with 
boom and stay level on sloped ground. 
Result: Improved operator efficiency and 
more-precise harvesting. New measuring 
and automation system and TimberLink 
software help monitor and optimize 
machine's performance. 


Designed for speed and productivity, 
764HSD is industry's first articulated, 
tracked, high-speed dozer. Highly 
maneuverable machine finish-grades and 
dozes at twice the speed of traditional 
crawlers. Plus, dozer can move over 
concrete without damage and has 
high-performance suspension for smooth 
operation on rough terrain. 


Honored for its advanced technology, the 
John Deere 7950i self-propelled forage 
harvester gives customers efficient power 
and reliability to handle demanding harvest 
jobs. The machine features a monitoring 
system that logs bearing vibrations and 
alerts the operator of changes due to wear. 
Innovative system wins silver award at 
2009 Agritechnica trade show. 


Newest line of commercial zero-turn-radius 
mowers, the ZTrak PRO 900 series wins 
high marks for productivity, smooth 
operation and ease of use. Seven models, 
including 950A shown, feature power up to 
37 hp and deck sizes to 72 inches. Series 
offers power and performance demanded 
by professional operators with mowing 
speeds as high as 12 mph. 


